


BANK RATE 

AND THE iMONEY MARKET 




BANK rate 
AND. TJ^E Money MARK'ET 

IN* ENGLAND, fIraNCE, GERMANY 
HOLLAND,’- AND BELGIUM 
1844-1900 


By F.. H. INGLIS PALGRAVE, F.R.S 

EOITOtt OF THE “ DICTIONAHY OF I’OMTICAL ECONOMY” 



i»EMONSTRATIO LONCE OPTIMA EST EXPEIUENTIA 

Francis Bacon, Novum Organuin 


LONDOl^ 

JOHf IMRJRRAY^L*BEMAI^.S: Sl^lEET 

J903 


.4ir/airv< neservcd\ 





PREFACE 

•The fact that the rate of discount charged at the Bank of* 
Epgftind fluctuates more often and more severely than^ the rate 
at any other of the important banks of Europe led me to 
consider what‘the causes of this instability might be. There 
are several ways in which the position of the English Money 
Market is different from that of any other country,, all which 
might have an influence in this direction. Among these are 
the constant liability to sudden and large demands for specie 
ior export, and the long-standing arrangement by which the 
whole specie reserve of the entire country is placed practically 
with one l^ank alone, the Bank of England, thus causing any 
demand of this character to centre there. These reasons are 
weight, but they a{)pear hardly sufficient to account com¬ 
pletely for what has occurred. After endeavouring fruitlessly 
to find explanations among the ordinary conditions of business 
for the great fluctuations ini the rate of discount which have just 
been referred to as characteristic of the London Money Market, 

I was led to investigate the question whether tfie legal obli¬ 
gations under whic 1 >^tlie Bank of England carries on its 
operations could ha\^* anything* to do with these fluctua^ns 
and consequently with thTTrate of mt^est ch^ged. 

■No other bank, as will be explained fu^er on, carries oa 
its bu^,ess under similar conditions.^ banks on the con-1 
tii!?nt of Europe are coBducted./tjmder strict tujiarfNitricter 
rples ^ fn som^\ays than those in,* force at ^e Bank, of 
England. Buf afnoije of iJiese banks ,j»fe there conditions 
at all correspoadin^ to those i®posed^y*the AelJ of 1844. ' 

To mak^ jbis investiga^^l oyt thofou^jy rtquired njuch 
pifrely^^staiistic^ wpnkfon whiol^I'hajve now beer^ engaged for 
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af long period. I put'forward the resullte, not as my. personal 
opinidn, npr’as a criticism of the prinaple^ which tfijBaflk 
Act is founded, but as an analysis of what hat occurred since 
that Act came into force. 

In carrying this work out, I have continued the investigation 
commenced by myself in 1873 with a paper rgad befol’e the 
EcdrtCMlc Section of the British Association at their meeting 
at Bradford in that year. This paper was .reprinted in the 
Journal of the Statistical Society of London for December, 
1873, and afterwards published separately in 1874 under the 
title of An Analysis of the Transactions of the Bank of England, 
fo^ the Years 1844-72. Since that date the connection betWegn 
the Money Markets of England and of Europe generally h^is 
become so much closer that it was needful to carry the inquiry 
further and to include some notice of the transactions of the 
Banks of Erance and Germany. The results of this inquiry are 
given in the volume entitled Bank Rate in England, Franee, and 
Germany, 1844-78, published by Effingham Wilson in 1880. 
Subsequent events again called my attention to the subject, and 
I read a paper on it under the heading of “ The Bank Acts of 
1844-5, the Bank Rate,” before the Institute of Bankers, 
March 2nd, 1892. I reprinted this paper, in which the rates 
charged in Holland and in Belgium were also included, but as' 
it and my previous publications on the subject are now out 
of print, I have been led to investigate the subject again and 
have brought the inquiry down to jhc close of the nineteenth 
century. ( 

Thus thi^ invest'gation, which was begun originally as an 
analysis “of the accounts of tKe Bank of England, has gradually 
ext/nded itself till it includes not only rOltarks on the Money 
])’Tarket of LqE 4 on, but on those oT r ranee, Germany, Holland, 
^nd Belgium. I ft, all tliese countries, as well as in our own, a 
very great development in the business of banking has taken 
place,. " Ifl i wig ^the l^t half-century. 

^ But wlhimbusiness Ijas extended itself v^lri largely “amoqg 
those countries, thit .has not beej) accornpanied| with the same 
constant tendejicy to ftactuation ^in the rateiof iiscount as has 
bee[i the case in ‘Lonido*n, ijor^Tjqjt'e^tfce fluctvfitjons been as 
sharp. 
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I have not thought it necessary to include the wonderful 
grovUli of banking opgration§ which has taken.place.in the^ 
United States*doring the same period, because, ahhough the 
growth in that country has b^n both proportionally and actuafly 
far farger tfian in Europe, and though the Money Market of 
^ew*York is very closely’connected with that of London,, yet 
he circumstances of ban£:ing in the United States^^aje so 
liiferent from t^ose which obtain in this country and on the 
ontinent of Europe that it did not seem possible to insti- 
ute ^y useful comparison between them, for the purposes for 
vhich fhis volume is written. These are to call attention to: 
I'te increase needed in our specie reserve ; and the desirabilil^ 
)f maijcitaining greater stability in the rate o? discount. 

To take the first point:—The increase needed • in'our 
ipecic reserve. Whilst the reserve which the Bank of 
England keeps is now smaller in proportion, to its own 
iabilities than it was forty or fifty years ago, it is far smaller 
n proportion to the liabilities of the other banks in the 
United Kingdom at the pre.seiit time than formerly. Besides 
being smaller, the reserve may be weaker because the amount 
of specie required to be held against the note issues is relatively 
less. This follows from Clause V. of the Bank Act, 1844, 
which enacts that on the extinction of any portion of the note 
issue of the country banks of England and Wales an addition 
may be made to the issue of the Bank of England against 
securities to the extent of two-thirds of the amount of the 
country note issue cancelled. The effect of this has been since 


1844 to increase the securities in the Issue Department of the 
Bank of Engiaijd to the extent of ;^4,17 5,000.^ Of this 
amount of secuiitiqs, ;^3,175)000 has be^ added sinca 1880. 
For an example of the •manner in.'which this arrang^ent 
occasionally works exit, the figures of the Iss'tre Department as 
given in the returns of end July, 1879,'and 12th November, 
i? 9<5^ are qu#tee. The balance between »the am«unt of notes 
issued, andji^^oGe in the hands»*o£ the* pub& Is ^ered aif 
•Notes” a^ong the assets of thd Backing department and 
forms the igreaier’portton'of the Reserve .of the Bank, of 
•England.# jfThe gold heiaC against .these nljjes in i8f9 and 
1902-fs shbwn in.jij^f^urts*JvWch follow:— 
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fssvE Department 

2nd Jufy, ^879. 

Notes issued 

49,022,675 

Government dibt t. 

£ii,t>iS,toSi 



Other securities 

• - 3,984.900 



Gtld coin and bullion 

.. 34,022,675 



Silver bullion 

— 


,^£49,022,675 


£ 49 , 02 ' 4,675 



12(A November, 1902. 

Notes issued . 

.:£'t 9 . 339.°90 

Government debt . 

£11,015,100 


t 

Other securities 

• 7,159,900 



Gold coin and bullion 

• 3 >^4,090 


£ 49 ,S 39 >° 9 ° 


£49,339.090 

-1—tr-frer-r 

Notes issued in 1879 

,^49,022,675 

Gold in 1879 , 

, £34,022,675 

„ in 1902 

■ 49.339.09° 

„ in 1902 . 

• 31,164,090 

Notesissuedin i9o2,»2^»n' 316,415 

Gold less in 1902 . 

• 2,858,585 

Gold less . ' . 

• 2.858,585 

Securities in 1902 ascom- 

- 

;£3.i75.ooo 

i pared with 1879, more .£3,175,000 


It is to the reserve of the Bank of England that the other 
banks must have recourse in any tinie of pressure. The Directors 
of the Bank of England consider, no doubt, that the reserve 
they maintain is adequate to their own requirements, but it is,, 
only needful to compare it with the vast amount of banking 
deposits now held to see how entirely inadequate it is to be 
the reserve of all the banks of this country. Matters have 
gradually drifted into this position. The arrangement is an 
anomalous one,, but what we are concerned with now is not 
to discuss the manner *in which it has arisen, but to consider 
how thj existing system may bt strengthe^d and improved. 

Tj/e next point is : The desirability of maintaining greater 
stability in the rate of discount. Great instability in the rate 
of discount is a veVy prejudicial thing to the interests of 
commerce, aad henee ‘to those of banking. Tl^ close "Cbmoi 
-petition ^oetWaji one country and another rej^rs it a. far 
greater danger to our businfess now than previojusl]! A supply 
ofy capital at a fairly‘ 16 \v vate, and ait a'ratf wlfich may be 
expected to remam tokraljly.constab.;, ^is as im*portaqt to trade 
las a steady supply-of food artd -necessaries*of‘life to 
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everyoji?, and of thf materials on which he operates to tlie 
rnantf^cturer. ^nsj^bi^ty in the rate‘for mongy tepds to 
rendllr the resulti^of trade more uncertain than they other- 
wise fvould be, and is sufijcient even to prevent business 
enterprises from being entertained which otherwise miglft be 
carried out to the advantage of the country. The chapters 
which follow show how much more equable the rate ofi dis¬ 
count has been, at the Bank of France and at the Bank of 
Holland than in this countiy. Nearly the same may be 
said <if the rates in Belgium and in Germany, although in 
Germany a higher rate has been charged than in this country ; 
in the three other countries named the rates h&ve not on^ 
teen ipore equable, but they have been lower. 

In many, ways the position of matters is greatly‘altered 
from what it was in the early years over which this inquiry 
has extended. Thus to take two directions only in which 
the reserve of the Bank of England and the fate in con¬ 
sequence is affected. The first is through the great* increase 
in the Scotch and Irish circulation. This increase causes 
larger demands on the reserve; these fifty years ago were 
comparatively small, but are now of serious importance. The 
next is the great increase in the note circulation of the Bank 
pf England. Every bank note in the hands of the public, 
whether held by a banker or a private individual, means so 
much the less in the reserve of the Bank. It is doubtful 
whether, with the great growth in the use of cheques, a larger 
number of bank notes is really required, but the vast increase 
in the banking offices of the country^ now about 6,700— 
probably not more,^than 1,000, If so many, in 1845—of itself 
causes a greater, number of notes of the. Bank of EXjgland 
to be entered as “issued” at all times. These notes are of 
necessity held by tlm banks in England anif'Wales as “till- 
money,” and they can scarcely be said 'to» be in circulation. 

ftese note^ were is the Banking Del)attment at the Bank 
of Fngland tils feserve would be*1:onsfderably^krong?f. TTie* 
* rtfqtiirenents for Bank of England dote^ now that the English 
country note issue is'almost extinguislie'd, thus help to increage 
rile instability in the rate^f discount. •Xhc^fcJlowincrapages 
,„will exflaiTi'all thes^riJafters iflpre fully. 
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n have endeavoured in them to bring together tj?^ main 
(^utlines of ^he facts ki the belief that tl« ipformatioUvfthus 
supplied may lead to a clearer understanmng of the subject 
generally. ‘And here I desire tcti express the hope that the 
large' mass of figures and tables with which many of the follow¬ 
ing ,pages are filled will not deter artyone who desires to study 
the stibject from entering on the investigation. Every effort 
has been taken to place the facts clearly before ^the reader, and ' 
to express the calcuktions on yi^hich they are founded in as 
concise a form as possible. , 

Every table was worked out, week by week, and month by 
month, into a' series of yearly averages, in which form the book 
would have been published but for the doubt that this woulji have 
been too cumbersome for the general reader. The statement 
has therefore been brought out in groups, principally of ten 
years each. This method renders the main results more easily 
intelligible, but the absence of the yearly statements omits 
necessarily many points in detail which are not without interest 
to the student. The tables, however, as they stand show the 
history of what has occurred in a clear outline. 

Many more persons are interested in banking questions now 
than at any previous time, owing to the increase both in the 
numbers of the shareholders and of the customers of banks.. 
To all of these the questions dealt with in these pages are of 
interest, treating as they do, not only of the important subject 
of the banking reserve of the countrv, but of the severity of 
the fluctuations in the rate of discount. 

In conclusion, I have to express my thanks to the pro¬ 
prietors and the editor of the Bankers' Magazine for permission 
to employ again q;iaterials whith 1 had .werked on in that 
journal. I desire also to recognise .'.he help given me by 
many friends, especially those engaged in banking, who have 
assisted me in many ways and by valuable suggestions, for 
which I Qio st cordially thahk them. 

R. H. INGLlS PALGRAVe. 

« 

Belton, near Great /ASMOj^TH, 

April, 
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management, system of, 181-182; trade 
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185, 201. 
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182, 183; Country Discount Offices, 
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1851*^900, iSi-iSg^comprred with other 
Europeau Banks, 184, 186; low rates 
prevalent, 185; small nunfi^r of rates 
chained, 186; Monthly Averages of 
Minimuih, 1851-1900, Table 33, 187^:% 
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1851-1900, Table 37, 196.; Lowest and 
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pared with Bank of England and with 
other Banks, in grou])s of years, 1851-1900, 
Table 42, 210; Years in which no change 
took place, compared with Bank of Eng¬ 
land and with other Banks, 1851-1900, 
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66; in circulation, eSwmates of, by Mr. 
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periodic increase of Scotch circulation on, 
107-109; activity in the country, Clearing 
House returns a guide to, 132; seasons of 
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payments in England, 162. 
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Scotch and Irish Note Circulation, 
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Bmik of, Deposits. 
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Divisionsof, 16-32; example of Weekly 
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^jvision of, 84, 198, 200; Table 40, 206- 
207. 
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cial events, 8. 

Annual Averages of Transactions, Table 3, 
1844-1900, n-15. ^ 
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Bankers! Balances deducted from both 
sides, 38; compared with other European 
Banks, 260-202; Table 40, 206-207 5 
compared, 1879 1902 (issue against 

securities), 223, 224; see also Accounts 
of th# Bank o( England and Weekly 
Returns. 

Bank Acts of 1844-45, influence, working, 

8; regulation of, as to Billion at the 
Bank, 30; influence of Scotch and Irish 
Note Circulation on Reserve through 
power of issuing notes against gold, 41; 
designed to suppress English Country Note 
Circulation, 74; Effect of, as to Division ot 
Accounts, 81; Act (12th December, 1857) 
to Indemnify Bank of England for excess 
issue over limit allowed in 1844, 9t-93; 
Scotch and Irish Note Circulation and 
Acts of 1845, 112 ; Dr. Charles Gairdner 
on influence exercised by, on Scotch and 
Irish Note Circulation, 113-115; clauses 
in, fegulaling specie held against excess 
issue, Scotland and Ireland, 116-117; 
fluence of, on Rate of Discount thiough 
Reserve, 135; Autumnal Drain enhanced 
through dcmai^ caused by Scutch and 
Irish Issues, 139; limit of Note Circula¬ 
tion fixed by, 163; Act suspended, 1857, 
164; permission to suspend^ranted, 1847, 
1S57, 1866, 164; plan for modification 
pr^osed by Lord Sherbrooke (Mr. Lowe), 
1873, 172 ; division of resources of Bank 
into two parts by, causing demand to fall 
on smaller, 198; composition of reserve 
altered by, 198, 223; regulations as to 
punchase of gold, 199; increase of securities 
in Issue Department causeif by, 220; 
clauses of, sanctioning this, 22^-223. 

Bank Post Bills, decrease in these, 19; Total 
Debosits and, 17-19; dejfcsits, and pro¬ 
portion of Coin and*Bullion to, 31, 76; 
su also Liabilities. ^ . 

Bankers’ Balances, increase in, larger man 
any other branch of bus^essRif the Bank, 
1844-1877, 18; liable to be drawn on in 
times of prcs?tAe, 9g; proportion to* 
Reserve, i844-i87;^20<. Averages of, 
20-22; increased more rapidly than 
Reserve, 21 ;*amount ^ Reserve largely* 
mftntained by, ; eflbct of admissitm 
of Joint *Stock Banks to LondoA 
jankers’ Cleaning tHouse on, 22; AND 
THE Reserve, 23-^7; represent “Tjll 


• money” Wther than Reserve, 23 ; included 
in Total Deposits, 24; during panics of 

■» 1857,1866, 24; of 1875, *5 »influence of 

panics on amount of, 25; effect of stop- 

• page of Bank of Glasgow^ 1878, doubt- 
less on, 25-26; similar effect of Baring 

• Crisis, 1890, 26; London Banker^ 

Balances with the Bank of Eng¬ 
land, 34-43; Annual AverageJ^ TaUe 5, 
1844-1877, in times of Pressure, 1857, 

1866, 1877, 36 > somdtimes larger tfin 
Reserve, 36, 37; increase of, a na^ral 

• growth of business, 37; example of pro¬ 
portion of Reserve *10 liabilities, after 
deducting Banker* Balances from both 
sides, 38: cannot be Reserve both of Bank 
of England and ^of other Banks, 39; 
ultimate Reserve of all the Banks in the 
Kingdom, 39; practice of loaning out 
Reserves of Banks peculiar to this country, 
39; included among flank of England 
Liabilities, 39; How far they form an 
EFFICIENT Reserve, 44-47; Mr. H. H. 
Gibbs (Lord AldenhJln) on, 44-45; 
normal an<l abnormal, 45; -portlens really 
and nominally “ Reserve,” 45 ; i^rtion 
nominally Reserve, only “Till money,” 
45-46; portion of, at Bank of England, 
only for “ Safe Custody,” 45,46; prtipor- 
tion to Reserve in times of panic, 1847, 
1857,1866,89; proportion of, to Reserve, 
and Rate of interest, 1847-1^8, 90; 
periodic fluctuations, 217. 

England, Bank of: Bills discounted, amount 
of, in times of pressure, 1844-75, 28; 
influence of Rale of Interest on amount 
of, 28; proportion of, to total securities, 
28; AND Temporary Advances, 64- 
68; amount of, 1844-1875, 65-66; pro¬ 
portion to “other” securities, 66 - 457 ; 
amount in circulation, 1873-1902, 66. 

Bullion, position of Bank of England with 
regard to gold bullion imported into the 
country, 30; what takes place when 
brought into the country, 30; see also 
Gold. 

Bullion, Coin and, held by the Bank, 
Average of, 30-31; proportion of, to 
Liabilities, 31, 76; proportion of, to 
Notes held by the Public, 31; consider¬ 
able increase in, 76; connection with 
Bank Rale not easy to trace, 76; pro- 

• portion to Liabilities and Note Cir¬ 
culation, 78; proportion of, to Total 
Liabilities, strength of Bank depends on 
this, 78; compared with that held by 
other European Banks, 200-201; demands 
on, through movements in Scotch and 
Irish Note Circulation, influgnee on Rate 
of Discoui^, ^19. 

Bullion, Coin and, h^ld in Issue Depart¬ 
ment— see Issue J)epartmen^* ♦ 

• Bullion, Silver—Issue Depifrtme*^. 

• Business Piivate, conducted like any other 

bank,*'68,. 

^pital, paid-up, largest of any ^nown 
bank, 17; amoq^ o^nclg«^ng rest, 64; 

• proportion t^deposits, 19; large amount 

I of, comi&red wijb other European banks, 

I* « 200. ’ » • 
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England, BaiUc of: tDeposit, Chancei^r 
Balances included with Government, 
since 1873, lowte; Totali, AND Banc 
Post Bills, 17-19; Private, largest 
increase vi these, 18; Public, l8; pro>« 
mrtion to capital, 19; Total, Bankers*. 
Balances included in, 24; “other” De-^ 
posits, increase in 1875, 1878, 25-26; 

■ UnifAmity of rate for, and for discounts, 
advisable, 61-62; of Ba^k, Mr. Thomson 
Hankey on investment of^, 65; l*ublic, 
held, compared with those held by other 
European Banks, 201; see also Liabilities. * 

Directors, upinian^of, as to ^xing rate 
valuable, 57. 

Governing Body of the Bank^ Constitution 
of, 58 - 60; M{. Bagehot’s remarks 
thereon, 58; Parliamentary Reports, 
1848, remarks therein, 58-60. 

Governor, pernjanent, desirable, 57; re¬ 
commended Sn 1 ‘arliamentary Report, 
1848, 60. , 

Government Securities— see Securities. 

Issue Departnlent, Notes Issued, Specie 
AN if Securities in ?he, 17; Increase 
in gold and notes issued, 31; proportion of 
notes issued against bullion and securities, 
32; Note Circulation Bank of 
England, Country Note Circula¬ 
tion, AND Coin and Bullion in the, 
69^0; Monthly Averages of, bullion in 
the, 1845-1900, Table 7, 71 ; Silver 
bullion held in, 78; Silver bullion held, 
discussed in connection with Indian ex¬ 
changes, 79; Silver bullion held, 1844-53, 
and gold coin and bullion and silver 
bullion hel<l, 18O0-61, Table lO, 80; 
Gold bullion held in the, during panics, 
1847, 1857, 1866, and 1890, 89-90; 
Summary of Huctuations in Indlion in 
the, together with those of other returns, 
1845-1900, Table 36, 193; division of, 
from Banking Department in accounts, 
198; Gold bullion in, 199; Securities 
in, increase caused by Bank Act, 1S44, 
220; clauses S'lnclioning this, 221-223; 
gold held sometimes less, while amount 
of notes issued greater, returns showing 
this, 1879, 1902, 223-224. 

Liabilities, Total, 19; increase in, 19; 
proportion of Reserve to, smaller in 

• recent years, 20; pro|iortion of Reserve 
to, 1846-1877, 24; proportion of buftioii 
held by Bank to, 31, 76; example of 
proportion to Reserve after deducting 
Bankers’ Balances, 38; Bankers' Balances 
included among, 39-41; proportion of 
bullion held by Bank to Total, strength of 
Bank dipends on this, 78; The Beserve 
AND, 81-94; Reserve nnri, main point to 
consider, 81-84; Monthly averages of 
Resenfe^ and, 1815-1900, Table ii, 
8^83 j of Reserve to, 84, 86 f 

proportion of Reserve to, connected wi^h 
fluctuations in Rate of Dis^oilnt, S6-87; 
proportion of Reserve to, in crises, 18^7, 
1857. &; ^s-portion of Reserve 

to, and Kate of Intere».i, 1844-1878, 
Summary of fluctuations in, iogether with 
those of other Ba^ks, etc., 1845-1930,* 


Table 36, 193 ; proportion of Reserve to, 
influence on lUte of Discount, 219. 
England, Bank of: Management, coptinui^ 
in, needed, 58. * 

Note Circulation, connected with Rewr^e, 

8; “Notes issued,” how enterea in, 
Table 3,. 10 note; “Notes Issurt>,” 
Specie and Securities in Issue Db- ' 
partment, 17; Annual Averages 
OF, 22-23; effeefof admission of Joinjr' 
Stock Banks to London Bankers’ Clear¬ 
ing House on, 22; increase of, fn the 
provinces, 1844-1875, 22; proportion of 
notes to bullion in Issue Department, 
31-32; Bullion held in the Issue De¬ 
partment; Kngllsh Country Note' 
Circulation, 69-80; Monthly Averages 
of, 1845-1900, Table 6, y; fnfluence 
of Autumnal Drain, 72; increase, 72; 
in London and in the f)rovinces, 72; 
may take place of lapsed country note 
issues, 72, 74; and metallic circulation, 
72-73; diminution, 1879-18^, increase, 
1894-1900, 73 ; analysis of notes com¬ 
posing, 74, 76; Coinj)osition of, 1856- 
1876, Tfble 9, 77 ; proportion of bullion 
held by Bank lo, 78; text of Bill pro¬ 
posed by l/)rd Sherbrooke (Mr. Lowe) 
lo all(»w excess issue, 1873, 93“94» com¬ 
pared with Clearing House Returns and 
with ex]X)rls and imports, 1861-1900, 
Table 19, 137; compared with Note 
Circulation in Germany, 162-164, 166; - 
fixed by Bank Act, 1844, 163; fixed issu«* 
intensifies crises, 163; Bank Act, 1844, 
fixing limit of issue, suspended, 1857,164; 
permission to suspend grunted, 1847,1857, 
1866, 1^4; fixed amount, 166; ^lotes 
“issued” fiirm jiart of Reserve, 166; 
proiiosal to adopt tax on excess issue, as 
in Germany, 172; requirements in Eng¬ 
land lUffcrcnt to those in Germany, 172; 
Loui Sherbrooke's plan for modification 
of Bank Act of i 844 r*^ 73 » 172; Treasury 
shares profits of issue, 172; Summary of 
fliictualiops in, together with those of 
other returns, 1845-1900, Tabic 36, 192; 
amount of, compared with other Europ^|n^ 
Banks, 201; Clauses of Act r^ulating 
issue of Bank Notes, 221-223; fixed issue, 
increase of, 1844-1902, 223; amount of 
notes issued greater, while gold held le|p, 
returns showing this, 1879, 19(J2, 223- 
224; t-ee also Note Issue. 

Note Is^ue, legal impeiliments to extension 
of, 85; advantage of modofate rate for 
excess isiue, 88; Act to indemnify Bank 

* of England excess issue over limit 
allowed in Bank Act, 1844, 12th Decern- 

* ber, I857, 91-93; see also Note Circula¬ 
tion. c , 

Notes, Reserve of, represents greater part 
* of gold at t:omiiiftnd of Bank, 84; 

amount ne(^$>a|My smaller than coin and 

bullion held, 84; during panics, 1^7, 

^ 1857, 1866, and i89(r, 90; Re- 

• serve. ^ 

• Policy of, distinct statemen! needed, 61. 

Railway Debentures by—w Seciu 

^ ties. * 
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EflgUndy Bank of : Rate of Discount (Rate 
>f Interest), influence of, on amount of bills 
li^unted^ 28; AveiAob, 32 ; and Market 
late, divergence between, 32 ; Table 4, 
845'-I9CX}, shows this, 33; fixing Rate of 
Discount and protection of Reserve should ^ 
)e in same hands, 47, 62; The Puh# 
JSHED Rate, 48-54; Bank .^anounced, 
:878, that it (^d not feel bound to 
adhere as closely as formerly to a fixed 
Slinimum Rate, 48-51 ; information as 
0 this, Parliamentary Reports, 1847-8, 
(848, 48-49 ; down to 1839, 49; market 
mlue of money considerably below Bank 
n 1844, 49; Rate between 1839-1844, 

^2; “new system of discounting,^*^1844, 
Bank adapted its own Rate to 
Marked Rate, 1844, 49; effect of this 
lown to 1848, 50 ; Lord Overslone (Mr. 
Samuel Jones Lloyd) on the Bank Rate, 

50; position of Bank to outside market 
ifty years ago, 50; Hank Rate and 
Marlftt Kate tin 1857, 1858, 50-51; 
drawbacks to published fixed, 51; action 
jf Bank helpful to Bill-brokers, 51-54 
[see Bill-brokers); The* Published, 
(iND THE Reserve, 55-63 ; not so clear 
1 guide to Market Rate as formerly, 
55-56 ; Metropolitan Joint Stock Banks, 
in 1877, undertook independent course 
of action witli regard to, 55; Bank of 
England no longer Ixjund by its own, 

56; frequent changes in, 57; value of 
opinion of Bank directors as to fixing, 
57; standard rate for discom t needed, 

61; joint conmullec, Bank and London 
Bankers, could fix, 61-62 ; advantages of 
sui^h an arrangement, 61-62; uniformity 
of rate allowed on deposits advisable, 

61; influence of Bank on, less than 
formerly, 67; not easy to trace con¬ 
nection of bullion held by the liank with, 
76; variational), 85, 86; mean of ex¬ 
treme variations in, 86, 87; greatest 
fluctuation, in each decade, 87; difference 
between highest and lo^st month, 87; 
proportion of Reserve to Liabilities con¬ 
nected with fluctuations in, 86-87 > average 
for each month, 1845-1900, 88; advan¬ 
tages of moderate, for excess Note Issue, 
88; during panics, 1847, 1857, 1866, and 
1890, 89-90; low reserve accompanies 
htgh rate of interest, 90; oroportion of 
Reserve to Liabilities and Bankers’ 
Balances to Reserve, 1844,* 1847-1878, 
89-9(f; Variations in, 1844-1900, 95- 
105; valuable index to fluctuations i/x the 
Money Maikct, 95 ; description of tables 
explaining, 96; Monthly 
Minimum, 1845-1900, Table 12, 97; 
Number of days at eateh Ate anu num¬ 
ber of change in each year, i844-i90<^ 
Table 13, 9^9: \umber of days at 
each rate, arranges frdin highest number 
to smallest^ and from lowest rate to 
Wghesl, Table 14, iqo; details of vyia- 
nons in,^, Al-102^ fewer high rales 
than previously from 1873-1900, 102- 
^03; Iow*r8<es,* 1891-1897, 103» anti, 
market ra^, hamfony be^wreen, |p4; 


% Some THt Causes which in- 

* FtOBNCE, 106-111; Reserve, relation of, 

'* to, 10^; tendency to lower rates in last 

thirty-six years, io6; influenceof autumnal 
• demand and of Scotch Snd Irish Note 
Circulation on, 107-I10; pressure on 
Bank in May and November, maiked in, 
no; Monthly Averages of, with those of 
Scotch and Irish Note Circulatbn and 
specie heltf, arrangech from smallest t <5 
largest figures, 1845-1900, Table 17,124- 
131; returns of, compared with th(fte of 
London Bankers’ CJJeariijg House, 134; 
seas<^is of greates'Jbusiness activity shown 
by, 135; influenced by Bank Acts, 1844- 
1845, through the Reserve, 135; Monthly 
average compared with that at Banks of 
France, Germany, Holland, and Belgium, 
and with Clearing House Returns, 136; 
connection of Autumijal Drain with, 139» 
higjj in autumn months, 139; no guide 
to Market Kate previous to 1844, 140; 
compared with that .>of France, 150- 
152; compared with that of France in 
years of paiSc, 1847, iSsjr, ito 6, 18^, • 
152; number of changes compared with 
those of Bank of Germany, 160, 171; 
proposal for mitigating fluctuaticfis in, 
172; injurious effect of high, on industrial 
prosperity, 173; compared with that at 
Bank of Holland, 177; at ‘Bank of 
Belgium, 184, 186; Fluctuations in, 
COMPARED WITH OTHER BUSINESS 
Fluciuations, 190-202; variations 
comjiaratively severe since i 845 -S 4 » J 
comjxired with those at other European 
Banks, 191-195; Summary of fluctua¬ 
tions in, together with those of other 
returns, 1845-1900, Table 36, 192; 
fluctuations in, more extreme than at 
(*ther Eurojxian Banks, 195 > disadvan¬ 
tages of high range of fluctuation, 195; 
causes of severe fluctuation, I 95“*99 5 
demands for specie, a cause, 19S, 198; 
Numlxjr of variations compared with 
other European Banks, 1845-1900, Table 

37, 196, Lowest and highest charged, 
and extent of fluctuation, compared with 
other European Banks, 1844-1900, Table 

38, 197; Number and extent of fluctua¬ 
tions, compared with other European 

^ Banks, 1844-1900, Table 39, 198; and 
Autumnal Drain, 198; extent of fluctua¬ 
tions connected with want of fluidity of 
assets, 199; Some remarks on, at 
THE Bank of England and at other 
European Banks, 203-216; compared 
with other European Banks, 203; low 
rates compared with otlier Euro^an 
Banks, 1044-1900, 204; intermediate-? 
rates compared with other European 
Banks, 1844-1*00, 205; bjgh rates coiff- 
pareU with othe# EuApean'^ Banks, 

• i8^^i^bo, 208; Number of days at^, 
^ eacn ra4e compared with other European 

Banks, 1844-1900, Table 41,209; Num¬ 
ber of variafltTis, '..900 and 1844- 
1900, combed with other Banks, 210; 
Avetage mininium rate charged by, com- 
% pared with omer European Banks, dn 
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groups of years, iS+S-ripoo, liable 42, 2lor 
Years in which no diange tookplace, 1845-! 

. 1900, compared withother Banii,Table43,* 
221 j greater uniformity secured by larger 
Reserve, 215-216; Monthly Averages,,, 
compared with other European Banks and t, 
w|;h returns of London Bankers’ Clearing ^ 
House^ 1845-1900, Table 45, 216; rela¬ 
tion 01 Reserve to, 218; influenced by 
foreign exchanges, 2194 influenced by 
discounts at home, specie for export, 
proportion of Reserve to Liabilities, 
demands on bullion made through Scotch 
and Irish* Note jCirculation,. and the 

Autumnal Drain, 219; variations, fre¬ 
quent and rapid, 219. , 

England, Bank of: «ate of Interest— 

Rate of Discount. 

Reserve, Note Circulation connected with, 

8 , 23; Scotch Jnd Irish Note Circulation 
also connected with, 8, 41-4j; The 
Average, 19-20; increase in, 19-20; 
proportion of» to Liabilities, smaller in 
recei^ yems, 20, 41; alterations in char¬ 
acter of demands on, ib; proportion of 
Bankers^ Balances to, 1844-1877, 20, 41; 
Bankers’ Balances, proportion of, to the, 

2i; Bankers’ Balances and the, 23- 
27; Bankers’ Balances represent “Till 
Money ” rather than, 23; proportion of, 
to Lfebilitics, 1846-1877, 23-24; diminu¬ 
tion of, during panic, 1866, 25 ; amounts 
in panic, 1875, 25! >" 1878 and 1890, 26; 
amount during panics, 1857, 1866, 1875, 

36; Bankers’ Balances sometimes larger 
than, 36-37; example of proportion of, to 
Liabilities after deducting Bankers’ Bal¬ 
ances, 38; Bankers’ Balances cannot be 
Reserve 'noth of other Banks and of Bank 
of England, 39; propiirtion of, to Liabili¬ 
ties, Bankers’ Balances lieing deducted, 

41; all demands centre on, 41; Autumnal 
Drain, 41-42; influence of Bank Acts, 
1844-1845,41; HOW far Bankers' Bal¬ 
ances FORM AN EFFICIEN I-, 44-47 ; por¬ 
tion of normal and abnormal Bankers’ 
Balances really and nominally ‘‘Reserve,” 

45 \ portion of Bankers’ Balances only 
“ Till Money,” 45-46; protection of, and 
fixing Rate of Discount, should be in 
same hands, 47, 62; demands on, in¬ 
creased by suppression of English Country 
Note Circulation, 74; and Liabilities, 
81-94! Aod Liabilities, main point to 
consider, 81-84; and Liabilities, Monthly 
Averages of, 1845-1900, Table li, 82- 
83; proportion of, to Liabilities, 84-86; 
proportion of, to Liabilities, connected 
with fluutuations in tig: Rate of Dis¬ 
count, 86-88; proportion ofl to Liabilities, 

^ during prises, 1847, 1857, 1866, 89; 

High Ra|e of Intecfst accompanied by 
lovwReseite, 9oq proportion of, to Lia¬ 
bilities and Rate of IntereS, l{-:?4-i878,t 
90; proportion of Bankers’ Balances to, 
an<i Rate of Interest, 1847-1878, 90; 
greater gsopthuif luAable capital in pro- 
I«rtion to, one cause of Ifiibilitv to fluctua¬ 
tion in v^ue of mimey, ioj‘;.does not 


it, 103; Capital and deposits of other 
Influence 

on Market Rsfle of Bank regulation o£ 
Reserve, 104; relation 6f, to rate of 
Interest, 106; the only source whence 
speie can be drawn for Note Cirrala- 
^ tion, Scotland and Ireland, 115; Baik 
-Acts, 1844-45, influence on Rate of Dis- • 
count through, 135; notes form part of, 
ip ; Summary of fflictuations in, together^ 
with those of other returns, Table ,36 
1845-1900, 193; division of, in aejord- 
ance with Bank Act, 1844, 198; Wer 
bullion, needed to meet sudden demands, 
215-216; greater uniformity in Bank of 
^gland Rate of Discount secured by * 
lirger, 216; relation to Rate of Interest, 
218; proportion of, to LmbilMes in¬ 
fluences Rate of Interest, 2iq; composi¬ 
tion of, altered by Act of 1844, 220; 
influence of increase in deposits of other 
Banks on, 220; need of larger, 224-225; 
-strength of Bank conijectod witliadequate, 
225. 

Hng^land, Bank of: Reserve of Notes— 

Notes. • 

Rest, amount of, 17, 64. 

Securities, Note:; Issued, Specie and 
Securities in the Issue Depart¬ 
ment, 17 ; Annual Averages of the 
OiiiKK, 27-30; Government, 27; pro¬ 
portion of bills di.scounted to total, 28; 
held by the Bank of England, want ol 
fluidity in, 29; amount of “other,” in 
1902, 29: divided between “Govern¬ 
ment” and “other” securities, 64; rail¬ 
way debentures held by, 1S65, amount 
of, 63 ; proiiortion of 'pills discoqntefl to 
“other’’ securities, 1844-1875, 66, 67, 


. .loji.uocs not 

Increase in proportion to demands #n 


---V --TT » 

composition of, compared with those of 
othei European Banks, 2ot; increase of, 
in Issue Depaitmcnt, caused by Act of 
1844, 220; clauses uaf Act sanctioning 
this 221-223. 

Specie—KA Issue Department, coin and 
bullion helfi by; iif also Bullion. 

Specie, demands for -ste Autumnal Drain, 
and Note Circulation, Scotch and Irish.* 

Temporary advances, fluctuations in, 29; 
Bills Discountf.d and, 64-68; im¬ 
mediate wants of business indicateri by, 
67; 1844-1875, 67-68; fluctuations in, 
68 ; in panic year, 1866, 68. 

Treasury ^Letter, November 12th, 1857, 89; 
compared with Bank .Act (Holland) of 
1884, 177., 

Weekly Returns, constantly studied, i; more 
information formerly than now, 1-3; 
txampfe of this. Table I, 2-3; details in 
parliamertarj reports, 3, 6-7; Table 2, 

4 - 5 : disadvantages of omissions, 6; 

• example of, feiikaA' Balances being 
deducted frojibeth sides, 38; 1S79 and 
1902 compared (issue against securitieij, 

. ^ 223 -'.' 24 . • 

Ezporte and fmponll, cimpared* with 

Clearing House Returns and with Bonk ’ 

Note Circulation, i86iei^, TaW^j?,-, 

^ 57 ; eijcess of iitiports, ^ danger to our 
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commerce and banking system, 213-214$ 
returns, 1861-X900, Table 44, 213. 

EHmdity, wan^ of, in secftrities held Bank 
^ of England, 29; extent of fluctuations in i 
Bank of England rate, connected with % 
of fluidity of assets, 199 $ fluidity of/ 
resources of other European ^nks, 20a $ 
Foreign Banks—Banks, Foreign. 
Fordgn Exchanges, Bank of England 
^te of Discount influenced by, 219. 

Foreign Trade of United Kingdom, 1861- 
1900, Table 44, 213 $ see also Exports and j 
Imports. 

Prance, Bank of: Organisation of, 141-143, 
147-148; business of, method on|which 
c^ried on, 147; Governor an<r Sub* 
Goveritors generally fix Rate of Discount, 
147-14B: governing body of, commercial 
element sometimes said to be not suffi¬ 
ciently represented in, 148; management 
of, in timer^of difficulty (especially in 
iSyc^ l874-5)Jlable and judicious, 148; 
other banks in France, 148, 149; assist¬ 
ance given to Bank of England in Baring 
Crisis, 1890, i48,152; facilllies given by, 
to tiade of country, 149. 

Balance Sheet comf>ared with Bank of Eng¬ 
land and other European Banks, Table 
40, 206. 

Branches extend over France, 143, 147. 
Capital, amount of, compared with Bank of 
England and other European Banks, 200. 
Deposiis, public, compared with Bank of 
England and other European Lanks, 201. 
Gold and silver held, 1877-1900, Table 24, 
* 53 - 

Hab^ities, proportion of specie to, 81, 84. 
Note CiTcidalion compared with Bank of 
England and other Banks, 201. 

Rate of Discount, Monthly Averj^es of, 
compared with Banks of England, Ger¬ 
many, Holland and Belgium, and with 
London Bankers’Clearing House Returns, 
1845-1900, 136; influence of autumnal 
movement of gold sho\^ in returns of, 
139; Variations in, 1844-1900, 140- 
^3; before 1844 did not vary, 141; 
Monthly Averages of minimum, 1845- 
J900, Table 21, 142; Number of days 
at each rate, and number of changes, in 
each year, 1844-1900, Table 22, 144- 
Number of days at each rate, 
ananged from highest numSer to small¬ 
est, and from lowest rale *10 highest, 
1844-^900, Table 23, 140; generally 
fixld bv Governoi^ and bub-Gove|nors, 
147-148; compared with Bank of Eng¬ 
land, fewc. changes in, I5<^I52 ;^iih 
Bank of Germany, 160, 171; with Bank 
of Holland, 177; aftd fl^ith Lank of 
Belgium, 184-J86; ^ummary of fluctua¬ 
tion.'- in, togdher mth those in other 
returns, i845-i9odfTiJ%Ie 36, 192; Num¬ 
ber of varir^ioDS in, compared with Bank 
England and othen European Bagkft, 
1^4 I9C|^, Taole 37, 196; I/)west and 
highest rate charged and extent of flfletua- 
■i^on in, coftpare^with Bank of England 
and other puropeftjt Banks^ ^44-i|DO, 


) Table 3B, 197; Number and extent of 
fluctuations compared with those at Bank 
of Eifland and other European Banks, 
1844-1900, Table 39, 19$; low rates 
compared with Bank of England and 
other European Banks, 1844-1^, 204; 
intermediate rates comparect with Bank 
of England and other Euroj^n Banks, 
1844-1900, 205; high, rates compared 
with Bank^f Englandand other European 
Banks, 1844-1900, 208 $ number of days 
at each rate compared with Bank of 
England and other Europdtin Banks, 
184^1900, Tabl| )i, 269; number of 
.^variations, 1891-1900 and 1844-1900, 
comparjd with Bank of England and 
other European# Banks, 210; Average 
minimum charged by each Bank compared 
with Bank of England and other European 
Banks, in groups o 5 years, 1845-1900, 
Table 42,210; Years in which no change 
• took place, 1844-1900, compared with 
Bank of England other European 
Banks, Table 43,211; Monthly avenges 
compared vtith Bank of^ngmnd, other, 
European Banks, and London Bankers’ 
Clearing House Returns, 1845-1900, 
Table 45, 216. ^ 

France, Bank of: Securities, composition of, 
compared with Bank of England and 
other European Banks, 201. • 

Specie, proportion of, to Liabilities, 81, 84 ; 
and PiiUion held, compared with Bank of 
England and other European Banks, 201. 
France, Banking in, and in England, differ¬ 
ences between, 148-149; other Banks in, 
besides the Bank of France, 148-149; 
compared with Germany, 160-161. 

Gairdner, Dr. Charles —see Note Circulation, 
Scotch. 

Germany, Imperial Bank of: History of, 
155 ; founded originally, 1765, by Fred¬ 
erick II. of Prussia, 155; present position 
of, 155; management under control of 
State, 158; other Banks in Germany 
besides the, ito. 

Balance Sheet compared with Bank of 
England and other European Banks, 207. 
Bank Act (Germany), 1875, 155; Sections 
25-31, 158-159; limit of Note Issue fixed 
^ by, 162; requirements as to cash held 
against Note Circulation, 165. 

Bank Act (Germany), 1899, limit of Note 
Issue increased by, 1899, 162-163. 
Branches over whole of Germany, 160; 
number of, 160. 

Capital and Reserve cornered with Bank 
of Englanc^ and other Euiopean Banks, 
200. • # 

Bills, Inland, dealt in, 161 discount oL 
most^ inyyrtant item on «credit side m 
account, 166; Inland andlForelfD, large 
• an^ntf>f, held, 167. ♦ 

^Cu/ent Accounts {Giro Vrrkehr\ 161; 
convenience in remitting mone y Ahr ough- 
out Germa^^lfMaeRis c4*i6l-TCk. 
D^osits^piffuic, compared with those at 
Bank ot England and other European 
• Banks, 201, ' • 
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Qennony, Imperial Bank of* Liabilities 
proportion of specie to, 84. 1 

Note Circulation, important factcill 4 n Germatt, 
business, 162, 164; reserves held against, 
162-167; limit fixed by Bank Act of« 
1875, 162; increased by Bank Act, 1899, * ^ 
authorised and excess issue, 
162-1^4; tax of 5 per cent, on excess 
issue, 164, 166; compared with English 
Note Circulati^m, 162-161;, 166; require¬ 
ments of Bank Law as to cash held 
egainst, 165; average cover, 165; in¬ 
creased excess issue, 165 ; notes issued 
as required, i6b;f three limitations on 
note issue, 166 j legal tender notes and 
gold must be held at least for onc-third 
of notes in circtflation, 167; Annual 
averages of, 1876-1900, Table 29, 169; 
dates and amounts of excess issue beyond 
legal limit, 1^1-1900, 169-171; com¬ 
pared with Bank of England and other 
European Banks, 201. ' 

Rate of Discovnt, Monthly Averages of, 
comparetl yJlh those at Banks of England, 
France, ifolland, and l?tlgiuiii, and with 
London Bankers’ Clearing House Returns, 
1845-1900, 136; influence of autumnal 
movement in gold shown in returns of, 
139; Variations in, 1844-1900, 154- 
173; Monthly Averages of minimum, 
1845^^1900, Tabic 25, 156; Number of 
days at each rate, and number of changes, 
in each year, 1844-1900, Table 26, 157; 
Number of clays at each rate, arranged 
from highest number to smallest, and from 
lowest rate to highest, 1844-1900, Table 
27, 158; rate below 3 per cent, never 
charged, 171; number of changes com¬ 
pared with Banks of England and France, 
160, 171-172 ; compared with Banks of 
Holland and Belgium, 171; 4 per cent, 
the most usual, 171 ; compared with 
Bank of Holland, 177; coimiared with 
Bank of Belgium, 184, 186 ; Summary of 
fluctuations in, together with those in 
other retunis, 1845-1900, Table 36, 192 ; 
Number of variations in, compared with 
Bank of England and other European 
Banks, 1844-1900, Table 37, 196; Lowest 
and highest charged and extent of fluctua¬ 
tion during each year co^njiared with 
Bank of England and other Europ^n 
Banks, 1844-1900, Table 38,197; Number 
and extent of fluctuations, compared with 
Bank of England and other European 
Banks, 1844-1900, Table 39, 198; low 
rates compared with Bank of England 
and other European Banks, 1844-1900, 
204; intormediate rate^ compared with 

S Bank of England and olier European 
Banks, ^844-1900, 205; high rates com- 

' pared wilh Bank of^England and other 
£ufapean^anks4 1844-190), 208; Num- * 

I ber e^f'xlays at each rate cdaij^x^d with 
Bank of England and other Euvope|n 
BaQks,Table41,184^1900, 209; number 
«>^^iat^s, i4>i4M^0o and 1844-1900, 
compared with Bank df £^gland and * 
other European Banks, 210; averse 
< minimum charged ^y, compared whh 


Bank of Englana ana ottier European 
Banks, in groups ol* years, 1845-1900, 
210; Years which no chanjK tooW< 
place, compared with Bafik of ^gland 
' and other European Banks, ^$44-1^00, 
Table 43, 211); Monthly Averages at, 

^ compared with Bank of England atid 
other European Banks, and with returns 
of London Bankers’ Clearing House, 
Table 45, 1845-1960, 216, 

Germany, Impedal Bankof: Securitie^k'eld 
can rapidly turned into cash, 167; 
composition of, compared with Bank of 
England and other European Banks, 201. 
Specie, proportion of, to Liabilities, 84; 
lyld by Bank, 1876-1900, Table 28, 
ToS-; and bullion compared with ff 4 nk of 
' England and other KuropeanfBanlU, 201. 
Germany, introduction of gohj standard in, 
1872, and unsteadiness of money market 
at time, 160; banking in, compared with 
England and France, 160-161, 162, 164; 
other Banks in, 160. ** - 

Gibbs, Mr. H. 11 . (Lord Aldeiiham), on 
Bankers’ Balances—England, Bank of, 
Bankers’ B^ances. 

Glasgow, Bank of, stoppsige of, effect doubt¬ 
less on Bankers’ Balances, 1878, 25-26. 
Gold, regulations as to jmrehase of, by Bank 
of England, Bank Act, 1844, 30, 199; 
influx in May and June, 139; see also 
Autumnal Demand. 

Gold Bullion —see England, Bank of, Bullion, f 
Governor of the Bank of England— 
England, Bank of, Governing Body of. 
Hankey, Mr^ Thomson, on “Bills” and 
“ Mortgages,” 29; on investment of < de¬ 
posits of the Bank, 65. 

Holland, Bank of: established 1814, 174- 
175; management, system of, 174-175; 
principally a Bank of Discount, 176-177. 
Balance Sheet, compjifed with Bank of 
England and other European Banks, 206. 
Bank Act (Holland), 27th April, 1884, 
allowing safe of silver coin, compared with 
Treasury Letter in England, 176-177. 
Bank Law (Holland) of 1888 aliowed.Baiil^ 
to buy bills payable abroad, 176; of 1884, 
an acknowledgment of responsibility of 
State to endeavour to keep standard of 
value from fluctuating, 177. ' 

Branch (Rotterdam), agencies and' corre- 
sponderfls, 175. 

Bills payrble abroad, not allowed to buy, 
liefore 1888, 176; inland afld foreign 
(leld, 176. ‘ 

Capital and Reserve, 176; compared with 
^ank i'f England and other European 
^anks; 200. 

Deoosits, j^ablv.;, compared with Bank of 
England and other European Banks, 201. 

* Discounts and Leans, «>s- 

Gold, demand 4 -r Stport of, 1882, 176. 
Liabilities, proportion of ^necie to, 84. - 

* Ia)ans and advances, iTd. 

Note Circulation, covet in c<^m and nuIlioB 
40 pet cent., 176; amount of, compared 
with Bank of England tnS'othet Eur^pan, 
^ Bankj, 20t. '• a ^ 
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HotlMd, Bank Rate of Discount, klmports—v^ Exports. 

Monthly Averages ■ of, compared with Jlatcreat, Rate of— England, Bank of, 

— e, 1 Rate<^S— 


ose at ^Banks England, France^ 
ermanTy'wd Belgium, and with London 
ankers^ Clearing Hpuse Returns, I36;el 
fluent of autumnal movement in gold|| 
lown. in returns of, 139; compared^' 
itlv that at Bank of Germany, 174, 
ry ; Variations in, 1844-1900, 174- 
io; lower, oi>'average, than that at 
her European Banks, 177 ;• compared 
ith that at Banks of England, France, 
id Germany, 177; Monthly Average of*- 
inimum, 1845-1900, Table 30, 178; 
^.umber of days at each rate and numlier 
of changes, in each year, 1844-1900, 
Jable 31, 179; Number of daysV each 
rate, arranged from highest numbe^to 
small^, and from lowest rate to highest, 
1844-ifpo, Table 32, 180; compareil 
with that at Bank of Belgium, 184, 186 ; 
Summary of fluctuations in, together with 
tho^ in olrtliL returns, 1845-19^0, Table 
3^192; Numl)er of variations in, com¬ 
pared with those at Bank of England and 
at other European Banljjf?, 1844-1900, 
Table 37, 196; lowest and highest rate 
charged, and extent of fluctuation in, 
Compared with those at Bank of England 
and at other European Banks, 1844 1900, 
Table 38, 197 ; Number and extent of 
fluctuatitms, compared with those at 
Bank of England and at othci European 
Banks, 1844-1900, Table 39, 198; low 
rates compared with Bank of England 
and other European Bank-, 1844-1900, 
204; iniermediatc rales c<nnj)iired with 
Bank of England and other European 
Binks, 1844-1900, 205; high rates com¬ 
pared with Bank of England and other 
European Banks, 1844-1900, 208; Num¬ 
ber of days at each r,ile compared with 
Bank of Knglainl and other European 
Banks, Tablel^, 1844-1900, 209; Num- 
l>er of variations, 1891-7900 and 1844- 
1900, compared with Bank of England 
and other Enrojieau Banfs, 210; Average 
minimum charged !)y, compared with 
ilank of England and other European 
Banks, in groups of years, 1845-1900, 
Table 42, 210, Years in which no change 
took place, compared with Bank of Eng¬ 
land and other European Banks, 1844- 
1*900, Table 43, 211 • Mon^ly Averages 
at, compared with Bank of*Englan(l and 
othe^ European Banks, and'with returns 
of London Bankers’ Clearing nous‘=^5 
Table 45. i845-i9fo, 216. • 

smittances and drafts, 175, 176. 

:curities, composition of, co^ared'with 
Bank of England aad cLhcr 'European 
Banks, 201. 

Specie, proportilfei oT#to Liabilities, 84; 
and Bullion held,*ccltpared with Bank 
• of Englanc^ and other European Banks, 

» Stamj; Dul^, 175? 

Imgerial Bank Qenmny, the—Ger¬ 
many, the Imperial ^ank of. « * 


ofTOiscount 
Xnyestmeat of Deposits of the Bank,- Mr. 

Thomson Hankey on, 65# “ 

Ireland, Banks in^sae Banks, Ireland. 

Irisn Note Circulation—«« l^te ^ircula- 

tioH) Irish, and Scotch and Iri^. 

Joirt: Stock Ranks— 5«^anks, Joint Stock. 
Liabilities of the Bank of England— 
England, Bank of, Liabilities. ^ ’ ** 
Lloyd, Mr. Samuel Tofies (Lord Overstonc), 
on sink Rate —xe England, Bank . of, 
l^t'c of Discount. • 

London Bankers’ balances at Bank of 
England— see England, Bank of, Bankers’ 
Balances. 

London Banker^' Clearing House— 

Clearing House, London Bankers’. 

^owe, Mr.— see Sherbrooke, Lord. 

Market, position of Baifik to outside, flhy 
years ago, 48^51. ! 

Market Rate and Bank Rate, divergence 
between, 32; Ti.ble 4, 1845-1900, 33; 
Bank adapted its own rate to, 1844, 49; 
cflcct of this down to 1848, 49-50; and 
Bank R.itein 1857,1858,50-51; Bank Rate 
not so clear a guide to, as forme^y, 55-56; 
influence of Bank on, less than formerly, 
67, 104; Bank of England Rate previous 
to 1814 no guide to, I40. 

Money, unsteadiness in the value of, 42; 
market value of considerably below Bank 
Rate before 1844, 49; greater growth of 
luanai:)Ic c.apital in proportion to reserve, 
one cause of liability tn fluctuation in value 
of, 103; in the country, greatly increased 
(luring last fifty years, 219. 

Money Market, methods as to Bill-broking 
followed in England, unfavourable to quiet 
working of, 52; Rate of Discount, a valuable 
index to fluctuations in, 95; demands for 
specie in London, connected with Bank 
of England Rate of Discount, 195, 198; 
English, connected with foreign, 215; 
English, largely the Clearing Ilouse of 
the world, 215; influence of Bank of 
England ^n, 219. 

Money Markets of Europe and America, 
Recent events influencing, 9; foreign, con¬ 
nection with English, 215. 

Mortgages and Bills of Exchange, differ* 
ence between, 29. 

New York, Associated Banks—Banks, 
New York. « 

Newmarch,*h(r., estimate of Bills in ciroa*- 
lation, 1851, 66; of metalljp circulatira, 
73: brings ^f Banks ir 1851,220. ' 

^ Note G|:^^tion. * * 

Circulation, Bank of England—flP 
* Bank 6f England, Note Circulation- 
Note Circulati^ Bflgiui^ FfnKes^ Ger¬ 
many, IJ''Uana—w Belgium, France, 
Germ^y, Holland, Banks of, Note Gr- 
culation. 
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Note GrcnUtioa. r fl 152; permission to suspend Bank Act, 

English Coxintry Notb Circulation :l I *| 44 » &dng limit of note issue granted, 
Bank OP England NoteCirA^lation, 7 *64. « ^ , 

Bullion held in the Issue ^part- 1 Panicft: 1857, Bankers’ Balances during, 24, 
MENT, 69-^; Ei^lish Country Note r 36 ; induence on Bankers* Balances, ^ ; 


MENT, 09-^; Ei^liBh Country Note ' 
Circulation, Bank of England Notes take ^ 
th&piaga of lapsed Issu<% of, 72-74; Bank 
Act of^844 designed to suppress, 74 > 
demands on Reserve increased by sup’ 
pression of, 74^ suppression of, disaciyan* 
tage to local trade, 74; Monthly Averages 
erf, 1845-19M, Tabic 8, 75 ; Summa'^y of 
fluctuafions in, together with those in other 
returns, 184^-190),^ Table 36, iftjt. 

Irish Note Circulation and Specie, Al-^nthly 
Averages, 1845-1900, Table 1^6,121-123; 
Table 17, I24-I3i«r« a/w Scotch and 
Irish Note Circuktion. 

Scotch Note Circulation, periodic increase 
in, May and Noveml^r, 107-109; peri¬ 
odic increase, in'H«<*nce on business, 107- 
108; Dr. Charles Gairdner on causes <f 
periodic flucturdions in, 109; and Specie, 
Monthly avetjfees of, 1845-1900, Table 
15, Table I7,ec24-i3i. 

Scotch and Irish NoU’ Circulation, con¬ 
nected with Bank ^ England Reserve, 
8,^1,112; pressgre on Bank of England, 
May and November,caused by demands of, 
110; ductuatioDS in, noticed in 1856, iii; 
The <6cotch and Irish Note Circu¬ 
lation, 112-131; and Bank Acts, 1845, 

112; ductuations in specie held against, 

113; Dr. Charles Gairdner on influence 
exercised by Bank Acts, 1844-45, 

115; Bank of England Reserve, the only 
source whence specie can be drawn for, 
115; specie held, not spedal security for 
notes, but asset against general liabilities, 
115; fixed issues, 115; and specie held, 
difference between highest and lowest 
months and mean of extreme variations, 

116; clauses in the Bank Acts regulating 
holding of specie against excess issue, 
116-117; and sp^ieheld, Bank of Eng¬ 
land Rate of Discount, arranged from 
smallest to largest dgures, Monthly Aver¬ 
ages, with those of Bank of England Rate 
of Discount, 1845-19TO, fable 17, 124- 
131; months of maximum, 136; influ¬ 
ence of Autumnal Drain, 139; Summary 
"of ductuations in returns of, and in tho^e 
of specie held, together with those of 
other returns, 1845-1900, Table 36, 192- 
193; demands made on bullion held by 
Bank through movements in, influence 
Bank of England Rate of Discount, 219. 

“Other” deposits— Englaad, Bank of, ! 
deposits, c 

V' Other” securities~r«« Englind, Bank of, 
^securities, o 

Orerst^e, Eprd, of\ Rate— 

^I^r’.tBahk of, Rate of , 

Paaics: 1847, proportion of Reservrf, cixndojn 
Banjeers' Balances and Lisbilities durin|(j 
gold bullion in 
Bank and ‘Reserve of ncAis dmlng* 89; 
Bank of England Kate of D&ount com- 
9 pared with that of BaijiK of France, during. 


amount of Bankers’ Balances and of 

, Reserve in; 36; proTOrtici of Reserve, 
London Bankers^ Balances and Lia¬ 
bilities during, 89: Rate of Discoun^t, 
gold bullion in Bank, Reserve of notes. 
during, 89; Treasury Letter issued durhpg, 
89 noU ; Bank of England Rate of uis- 
count compared with Bank of France 
during, 152; Bank Act, 1844, fixing 
limit of note issue suspended, 164. 

1866. Bankers’ Balances during, 24, 36; 
d 5 .^inution of Reserve during, 2ft in¬ 
fluence of, on Bankers’ Stances, 25; 
amount of Bankers’ £alance%'and of Re¬ 
serve in, 36; ductuations In temporary 
advances during, 68; proportion of Re¬ 
serve, London Bankept’ Balances and 
Liabilities during, 89; ■ Rate of t^’^'count, 
gold bullion in Bank and Reserve of notes 
during, 89; Bank of England Rate of 
Discount 'Compared with Bank of France, 
152: permission to suspend Bank Act, 
1844, fixing limit of note issue granted, 
164. 

1875, Bankers’ Balances during, 25, 36; 
influence of, on Bankers’ Balances, 25; 
other Deposits, other Securities, and Re¬ 
serve during, 25. 

1890, other deposits, other securities, and 
Reserve during, 26; Rate of Discount, 
gold bullion in Bank and Reserve of notes 
during, 90; Bank of England Rate of 
Discount compared with that of Banb of 
France during, 152. See also Baring 
Crisis. 

Parliamentary Reports, Details of Bank of 
Englaiid weekly returns, 2-7; Table 2, 
4-5; infoimation as t^.the Bank of Eng¬ 
land adhering to. fixeu minimum Rate of 
Discount, Reports 1847-8, 1848, 48-50; 
information a;' to Bank of England rate, 
Rejx»rts, 1857, 1858, 50-51; remarks on 
constitution of governing body of the ganW 

58-59. 

Private and Joint Stock Banks— Banks, 
Private and Joint Stock. 

Railway Debentures held by Bank of Eng¬ 
land —see England, Bank of, Securities. 

Rate, Marl&t— Market Rate. 

Rate of Dfscount, Bank of Engftand— 
England, Baitk of, Rate of Discount 

Rate'of Discount, Belgium, France, Ger¬ 
many, and Holland— Belgium, France, 
German,v7 and Holland, Banks of. 

Re-diacf^ontiLg, practice of foreign Banks, 

.52. : 

Reichsbank— Germaiiy, Imperial Bank of. 

Reserve of thd^)l£nk of England —ja 
England, Bank of, Reserve. 

^S:otch Note CircolatioA— Note Cifcula; 
tioi^, Scotch, and Scotch and ^rish. 

Securities of the Bank i0f^£aglaQcl«4A 
^ioglant^ Bank of,*6?curities. 
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Sberbrooke, Locd, Bill proposed by, to allow 
excess note issue, te^t of, 1873, 93 - 94 » 
plan fortmodification Bank Act, 1844- 

i8ft, 172. 

• ^ ■ t. 

Sibrer bullion held by Bank, 78; discussed J 
«in connection with Indian excha^es, 79 r ] 
held by Bank, 1844-53. 1860-61, Table ]^, 
80. 

Specie at command*of Bank, reserve of notes 
^presents greater part of, 84; demands for 
in London Money Market, and Bank of 
England Rate of Discount, 195, 198; for 
export, influence of, on Bank of England 
Rate of Discount, 319. 


^pede, Autumnal Drain of —see Autumnal 
I Drain.. 

iSpede by Bank of England—Eng- 
mndjBank of, Bullion and. Coin, and afso 
Sp^e at command of Ba^. 

Sp^b held by Scotch and Irish B<y>ks— 
j^^ote Circulation, Scotch 

Teifporary Advances of l^gland 

England, Bank of, Temporary Ad- 
vlpices. . j! * 

Tftfcisury liStter —see Bank of Er^land 
|asury Letter. 
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tinually studied . . . i 
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Table 1.—Weekly Statements of the Lia¬ 
bilities and Assets of the Bank of 
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The weekly return of the Bank of England is always care¬ 
fully studied as supplying much useful information ©n the 
position of the money market. The demands likely to be 
made on the “ Reserve," and the proportion held by it to the 
“ Liabilities,” form. the basis of most oT those calculations 
which are coatinuq,lIy”being made by men engaged in business 
as to the probability *oLa rise or fall in the., Bank rate of 
discount. The form in which the usual statement is made out 
supplies a great deal of information, but several very important 
poiiits are left iSn noticed. Thus, foe exaftiple, no figures are 
now published* of -several' details, * the^knowledge of wWfti ■ 
would be of great service to those ertgaged in business, as of 
the temporary adyanefts anade by thfe JBank or of the Bills-’ 
discounted, jDr of the ajnouiyt oT the -Balances* kept by Banlters 
with the ‘Bank both in London knd in the Provinces. 

- B* 
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( 

As recently, however, as some twenty-five years ago, a 
great deal^ more information used to he given. Returesi pub¬ 
lished from time to time by order of both Houses of l^arlia- 
ment contained a great deal bf information on the subject. 
Some of the earlier returns are very full of detail both as to 
.the composition of the deposits of the Bank and the manner in 
which they were employed. So many years, however, have 
elapsed since even the most recent of them were published, 
that they are nov' quite matters of “ancient history,” and are 
unknown to the present generation of business men. To 
explain their characters and the class of information which 
they give I therefore bring in ex;unples of these, the first, 
Table I, being the details of the weekly statement of the 
Bank, on 7th September, 1844, the first return gfter the Act of 
1844 came into operation, and the second, similar details for 
I St January, 1848. Both of these are taken from the Report 
from the Select (Secret) Committee on Commercial Distress, 
1848, House of Commons, Appendix No. 8. 


TABLE I. 

Weekly Statement of the Liabilities and Assets of the Bank of England, 
with full details, ytb September, 1844, and ist January, 1848. 


7TH Settembkr, 1844 . 


Circulation— £ £ 

London . . 14,802,000 

Country . 6,405,000 

- 21,207,000 

D»osits, Public, viz.— 

Exchequer Account 2,198,000 
For Payment of 
Dividends . 315,000 

Savings Banks, etc. 501,000 
Other Public Accounts 617,000 

, - 3.63>.ooo 

Depc^ts, Private, viz.— 

Railways . . 30,000 

London Bankers. 963,000 

East India Co. . , 636,000 

Bank of Ireland, 

Royal Bank of 
Scotland, etc. . 175,000 

Other Deporits . 5,631,000 

Deposits at Branches 1,209,000 

—“ . 8,044,000 

33,482,000 


Public Securities— 
Advances on Ex¬ 
chequer Bills— 
Deficiency . 


Other Exchcquei 
Bills 

870,000 

ExchcHjuer Bills 
purchased 

311,000 

Stock and Annui¬ 
ties 

12,821,000 

Private Securities— 
Bills discounted— 
London 

113,000 

Country 

2,003,000 

East India Bonds 

198,000 

City Bonds, etc.. 

3 , 357,000 

Mortg ge . 

620,000 

Advances— 

Bills of Exch^^nge * 

883,ooci 

Exchequer Bills, 
Stock, etc. 

661,000 


'^ullion 


14,002,000 


2,116,000 


fv 


S»7i9,ooo 

21,837,000 

15,209,000 

37,046,^ 
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A 

1ST January, 1848. 


Cixculatidi— C * £> 

EonAn . 12,592,000 

Country . . 6,138,000 

^ • 18,730,00^ 

D^osits, Public, viz.-^ 

Exchequer Accoifnt 8,157,000 
For Payment of 
Di^dends 150,000 

Savings Banks, etc.. 15,000 

Other Public Accounts 690,000 

- 9,012,000 

Deposits, Private, viz.— ^ 

Railways . . 12,000 

London Bankers. 1,929,000 

East India Co. . 740,000 

Bank of«Ireland, 

Royal Bank of 
Scotland, etc. . 181,000 

Otkur Deposits . 4,626,000 

.Deposits at Branches 1,035,000 

- 8,523,000 

36,265,000 


Bank of England, 

l^th January, 1848. 


Public Securities— *3^ 

Advances on Ex- ' 

chequer Bills— 

Deficiency . . — 

Other Exchequer 
Bills . . — 

Exchequer Bills 
purchased . 232,000 

Stock and Annui¬ 
ties . . 10,279,000 

- 10,511,000 

Private Securities— 

Bills discounted— 

London . ♦ . 4,140,000 
Country . 3,9^,000 

- 8 , 100,000 

Ecust India Bonds 405,000 
City Bonds, etc. . 3>9qptOOO 
* Mortgage . ^ 461,000 

Advances— • 

Bills of Exchange 2,529,008 
Exchequer Bills, 

Stock, etc. . 1,496,000 

- 8,890,000 


27,501,000 

Bullion .... 12,404,000 

39.905.000 


M. MARSHALL, 

Chief Cashier. 


The return marked No. 6 in the Appendix to the Report 
from the Select (Secret) Committee on Commercial Distress, 
Hjousq of Commons, 1848, may also be cited, as it carries the 
statement back to the date when the Bank Act came into 
operation. This return is reprinted, and continued to December, 
1856, in the Appendix (N^p. 13) to the Report from the Select 
Committee on the Bank Acts, House of Commons, 1857. Sub- 
•sequent returns continue a consecutive statement, on a uniform 
plan, from the data pf the division of the two departjnents of 
the Bank of England, in 1844, the close ot 1875, containing 
particulars which are not disclosed in the ordiijary returns, of 
the amount of bills ‘discounted, the amount* of temporary 
acb’ances made by the Bank, and the balaiic&s of the London 
ba«k''rs. The Jo nmcifeement of thik Return, §xteflding from 
August“3ist loDedbmber 28th, 184^, *s giverl in Table 2, pp. 4^.* 
* ‘The return, however, which .wa.*^ orc^ered by the House of 
Commons to be pijntea jist May, i8"77, giving the statemenr 
for the ygar 1876, v^hile*it sepamtes the* amounts of the 
balances *of the Exchequer and of the London bankers from 
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TABLE 2 . 

Report from the Select (Secrp) Committee on Commercial 

An Account of Bank Notes of the Bank of England held by the Public, and of Bank 
Rates of Exchange between London, Paris,,Hamburgh, and Amsterdam; also, of 
Bank of England; also, of the Total Amount of Bills Discounted; also, of tSe Total 
the Balances on the account of the Exchequer, and the Balances held on Account of 
the latest date of the year, both days inclusive. 



“ Bank Notes. 

Rate op Exchange : London on 


Held by the Public. 

Held in Reserve by 
the Bank of 
England. 

• 

Paris 3 d/s. 

Hamburgh. 

Amsterdam. 

a 1844, 

Au^st 31 . 

'• £ 
20,448,000 

7,732,000 

25'47i 

13-104 

12-3*, 

September 7 . 

20,176,000 

8,175,000 

25'45 

'13-10! 

tl 

„ 14 ■ 

19,881,000 

8,620,000 

2S’45 

1311 

.. 

II 21 . 

19,618,000 

8,965,000 

25'47i 

13-iit 

II 

.. s8 . . 

19,902,000 

8,461,000 

25-524 

11 

12-4i 

October 5 . 

20,153,000 

7,930,090 

25-50 

13-114 

tl 

11 12 . 

20,228,000 

7,610,000 

25'524 

13-104 

12-4 

19 ■ 

21,083,000 

6,649,000 

25-ss 

13-114 

A 

.. 26. 

21,321,000 

6,225,000 

25'574 

1312 

■' 

November 2 . 

20,820,000 

6,679,000 

,, 

13-11I 

II 

9 ■ ■ 

20,557,000 

0 

6,844,000 

25’53 

i> 

12-3I 

„ 16 • 

20,58^,000 

6,927,000 

II 

13-12 

12-4J 

' 23 • 

20,118,000 

i,410,000 

t| 

13-124 

12-44 

.. 30 • • 

19,842,000 

7,944,000 - 

25'574 

It 

12-51 

Decpmbet 7 . 

19,•531.000 

8,286,000 

25-60 

13-114 

12-5 

.. 14 ■ 

19,258,000 

8,746,000 

25-574 

” 

12-.:* 

„ 21 . 

19,192,006 

f 

8,960,000 

II 

13-11* 

< 12-5* 

*>• i.i 

„ 28 , 

19,123',000' 

9,r'77,000 

——o- • — 

, 25-60 

II 

12-5* 
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Distress, 1848, House of Commons, Appendix No. 6. 

• ^ • 

Notes of the Banf of Eagfland held ia Keserre by the Bank of England; also, cf the 
the Total Amount of Bullion; also, of the Minimum Rate of Interest charged by the 
Amounf of Temporary Advances; also, of the Total Amount of Deposits, includfii^ 
the London Bankers' from the last day of each week from the 7th September, lOid, to 


Total Amount 
of Bullion^ 

Minimum 
Rate of 
Interest. 

Total Amount of 
Bills Discounted. 

Total Amount of 
Temporary 
Advances. 

Tofal Amount of 
Deposits, inclu¬ 
ding; Exchequer 
and I.ondon 
Bankers. , 

Balances held on 
account of the 
Exchequer and 
London Bankers 
included in the fore* 
going Column. ^ 

£. 

Per Cent. 

4 

£ 

2,141,000 

L 

252,000 

12,137,000 

fi,572,000 E. 
1,1,480,000 B. 

15,209,000 


2,116,000 

252,000 

12,275,000 

/2,I98,ooo E. 

\ 963,000 B. 

15,198,000 


2,137,000 

602,000 

12,892,000 

(■2,976,000 E. 

1. 905,000 B. 

15,159,000 


2,162,000 

1,193,000 

13,805,000 

13,981,000 E. 
\i,o5j,ooo B. 

15,022,000 

>» 

2,193,000 

2,^65,000 

14,297,000 

(■4,702,000 E. 

\ 855,000 B. 

14,702,000 


2,259,000 

2,814,000 

14,427,000 

(■4,944,000 E. 
880,000 B. 

14,445,000 

J> 

2,310,000 

2,792,000 

16,378,000 

/ 946,000 E. 

\ 845,000 B. 

14,190,000 


2,394,000 

690,000 

12,472,000 

/ 684,000 E. 
■\.i,o7i,ooo B. 

14,097,000 

• » 

2,481,000 

577,000 

11,847,000 

f 829,000 E. 

\ 801,000 B. 

14,039,000 

) > 

2,810,000 

625,000 

12,228,000 

f 800,000 E. 
U,2i4,ooo B. 

14,116,000 

SI 

2,863,000 

625,000 

11,994,000 

/1,054,000 E. 

■(. 1,046,000 B. 

14,231,000 

ss 

3,047,000 

1,047,000 

14,909,000 

/1,732,000 E. 

■^ 797,000 B. 

14,366,000 

1 > 

3,S^4,ooo 

0 

i,m8,ooo 

12,676,000 

• 

/2,753,0<£» E. 

\ 847,000 B. 

14,558,000 


3.503,000 

• 

1,154,000 

'3.571.004 

0 

/3,666,000 E. 

\ 1,068,000 B. 

I4,'')45.000 


3,407,000 

1,423,000 

14,71!^ 000 

/4,405,ooo E. 
\i,041,000 B. 

14^44 

I ii94J.coo 

* 0 

• 

IS 

IS 

3,268^0 

• 

0 

3,200,000 

1,612,000 • 

. • 

2,140,000 

• 

I4,7 <*>,ooo 

. • 

15,424,000 

% 

/(,093,000 E. 

, \ 869,000 B.^ 

/S,842,000 E. 

\ 874,000 B, 

14,878,000 

ss 

3,029,000 

2,585,000 c 

_ 

15,677,000 

• 

/6,284,000 E. 

\ 984,000 B. 

• 





6 


INTRODUCTION 


[CH. I 


I. 

the total deposits, does not continue co furnish either the 
amouht of /'bills discounted” or of thfc “temporary advkpces,” 
which had been uniformly given from 1844 ddwnwards in the 
previous returns. The correspo'nding return for .1877 is^ like¬ 
wise deficient in the same manner, and in the return for 1878 
the London bankers’ balances were' altogether left out. <Thus 
frorf that date down to the present time bankers are absolutely 
ignorant of matters which are of the very highest importance 
to them. Every bank knows, of course, its own balance, and 
occasionally the amount of that of one or two of its neighbours, 
but there is’ no general knowledge of the amount of the 
collective balances of the bankers standing to their credit at 
the Bank of England as a whole. 

These omissions are to be regretted, quite as much in the 
interest of the Bank of England itself as of the public at 
large. Discounting bills, and making temporary advances, are 
both proper functions of a bank. In the ca.se of the Bank of 
England it is especially desirable that there should be no 
uncertainty as to the extent of its operation on these points, as 
it is mainly in this manner that its control over the outer 
market should be maintained. The full possession of that 
control, and the power of exercising it rajiidly when circum¬ 
stances render it needful, are essential to the security Ijpth of 
the Bank of England and of the other banks of the country, 
and it cannot therefore be an unimjiortant matter that the 
information which shows the action o*" the Bank in this respect 
should now no longer be supplied. 

It would also be very valuable if the information given in 
return No. 8 in the Appendix to the Renort from the Select 
(Secret) Committee on Coihmercial Distress, House of 
Commons, 1848, from which the details given in Table i, 
pp. 2, 3, are taken, were continued to the present time. This 
retarn, which is carried back to the year 1832, through the 
Appendix 'to the ’Report from Select Committees on Bafcks 
' of Tssue, Hou.se of Commons, 1840 and 1841, gives' a. great 
deal of very importune information as to the working oftfie 
Bank of England, ft is no spirit of idle curiosity, no desire 
to pry needlessly into the concerns of .others, that, seeks for 
‘ this information. Those whoj feel, as all concerned in banking 
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business must, that thg enormous extension which that busin<fes 
has experienced in thi% country during the last half-century 
requil'es every ^feguard to be strengthened, must'^regret that 
a closer secrecy is now mainl^ined on matters on which more 
publibity wa^ freely given at previous times when this publicity 
was Jess needed. If that information was valuable in 18^2, 
1844, jjnd 1848, it would be even more valuable now. , * 

Such information, however, as can be obtained from the 
materials at our command on the history of the working of 
the money market during the last fifty-six years may be very 
useful to all who are engaged in commercial pursuits. These 
years have witnessed a very, marvellous extension of the 
business of the country in general; and the extension of baok- 
Ihg generally has fully kept pace with the increase ii^ other 
directions. It is now often scarcely remembered how recent 
any accurate information as to the details of banking is. 
When, in the year 1877, I commenced seeking to obtain this 
information, I remember being told that to collecj it was 
impossible. No private banks at that time—and indeed for 
many years afterwards—published their accounts. Some even 
of the joint stock banks also did not publish their figures. 
These matters are managed in a different way at the present 
time. Whi'e, however, much more information is now given as 
to bhe position of banks in general, less, as has been men¬ 
tioned, is given as to that of the Bank of Itngland. The 
Parliamentary njturns formerly published relating to the Bank 
of England, which dissected its transactions week by week, 
have not been continued since 1878, and though, as men¬ 
tioned above, of late years they have given details less full 
than forme'^ly, the'y contain the record of many 'important 
events. But the very length of these returns is a bar to facility 
in consulting them, < r in understanding the Inany important 
lessons which may be learned from them. The number of 
details, through ‘^heir •'ery quantity,.has a tendency to obscure 
a distinct t'ivfw of the case. The»old»pi;oveft>‘expresses j;h^ 
rruth exactly : “You cannot see the»WQod for the trees.” It is 
hoped, therefore, that .the ajialysis.which follows may be of 
service by giving a historjt of the plain* ajtyations which 4 iave 
occurrai ih the position of th» Bank of England during the^ 
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tilie over which the Parliamentary returns extend. It has been 
continued to the end of the year 1900 by employing the jveekly 
returns of< ihe Bank. The whole statement will assist Us 'to 
trace out some of the causes ^hich have led to the greatly 
increased fluctuations which have prevailed ih> the ntoney 
market during some of the last few years. 

' ^t should be clearly understood from the outset that the 
object of this work is neither a controversial investigation into 
the working of the Act of 1844, nor a critical” inquiry into the 
conduct of the Balik of England. Complete investigation into 
the working of that Act would require more space thafi could 
allotted to the subject her,e, though it is hoped that ,the 
information given in these pages may be of service by showing 
some of the ways in which the Act of 1844 influcnc'es ouv 
business system, and bringing back to our remembrance some 
points in its working which are often overlooked. With regard 
to the Bank of England, that great institution is, from its 
position, the acknowledged centre of our banking system ; and 
an analysis of its transactions may enable us to see more clearly 
the progress of recent events in the financial world. To render 
this clear and readily intelligible, a series of tables has been 
drawn up. Into these the main points of the work of the Bank 
of England for the years from 1844 to 1900 have been con¬ 
densed. Through the arrangements of the Acts of 18*44-5, 
for convenience spoken of as the Act of 1844 in this work, 
the note circulation of the United Kingdom is also connected 
with the working of the Reserve ol the Bank of England. 
Every note of the Bank of England in the hands of the public 
means the abstraction of the value of that note from the 
Reserve of the Bank. This is. equally true' whether the note 
has been “issued" against gold which has been long in the 
coffers of the Bank or against fresh gold just received from 
abroad. The gold may remain in the Issue Department, but 
the Banking Reser,ve, which consists njainly of the notes m 
thq. Banking Departm-ent,. is not strengtheoed., Everj/ note 
issued in Scotland and Ireland, beyond the fixed limit df-tjie 
circulation, has the same effect. • ,The wa,y in which this takes 
place is explained in Chapter VIll..^p. 69 and Chapter XII. 
p. 112. Tables have hence been prepared showing^ t’ne course 
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of the circulation of the notes of the Bank of England, of t^e 
Engli^ Provincial Banks, and of the Banks in S,cotlanfl and 
Ireland for the same period—from 1845 to 1900. * 

This has been done with the utmost care, and it is hoped 
that any errot of importance has been avoided. . 

Sjnce I first began to write on this subject, several evei]ts 
have occurred which have introduced very important influences' 
among the money markets of Europe and America. The 
limitation in the coinage of silver by the pountries forming the 
Latin Union ; the resumption of specie payments in France, 
and also in the United States; the change in the standard of 
value in Germany from a silver to a gold basis; •the creatioiT' 
of a gold standard by Russia; the official alteration ip the par 
df exchange between this country and India; the estaJalish- 
ment of a currency system in that country, sometimes described 
as gold monomeudlism, sometimes as a bimetallic system ; the 
bimetallic system being on a different basis from that formerly 
prevailing—namely, on the ratio of i to 22 —the one pneviously 
in force in Europe having been on that of i to 15 approxi¬ 
mately ; the great development of banking in these countries— 
all are events which could not take place without greatly 
affecting this country. These events have made it desirable to 
carry the investigation further than was first proposed. It has 
not'been thought needful to form a complete analysis of the 
transactions of the Banks of France, Germany, Holland, and 
Belgium, in the same manner as that of the transactions of the 
Bank of England. A comparison of the rates of interest 
charged in the five countries, and of the number of the fluctua¬ 
tions in the rates,^ gives a sufficient ouriine for the purpose 
desired—an outline 5 f the working of the demand and supply 
of money in the leadifig countries of Europe for^the time under 
consideration. 

Tables relating to the variations in the rate of interest 
charged by th* Banks of F'ranee,.Germany, Holland, and 
Belgiuta, dravrn up on tlie same* pl^n'as the* Corresponding., 
tables referring to the Bank of .England, have therefore been 
added, and tables giving, the number ‘and ‘extent of the altera* 
tiqns of the rates. TJiese are* valuable, as .giving an outlirib of 
the workingjof business in those* countries; they also supply a 
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c<^inparative view of tHe movements of .the rate of interest in 
other.European centres of business which may enableftis the 
better to understand the influences which are. at work on our 
own. 

'A list of the tables which form the basis of this analysis 
precedes this chapter. The table (marked Table 3, pp. 1,1-15) 
analysing the accounts of the Bjfnk of England in a series 
of annual averages follows. 


• NOTE TO TABLE 3—Paces n-15 

f ' 

The Annual Averagei> of “Notes Issuetl,” as stated in tlic Weekly Returns of thevRank, arc 
entered in col. i; the Notes held in the Ranking Depirlment, in col, 7, p. ii; the Notes 
held by the Public are entered in col. 39, p. 15. The Notes issued at the brunches and held by 
the Public, and those issued in London and held by the Public, arc entered in col. 35, p. 14 
and col. 37, p. 15. Tlieso particulars are given up to the year 1881, when this information 
was discontinued: The Annual Averages of the Coin and Bullion held in the Issue Department 
are entered in col. 9, p. 11. Tin* Coni held in the Ranking Deparlincnt is added tt> this, and 
entered in cbl. 41, p. 15, containing the Total Riillion held by the Rank; it is also entered, 
with the Notes held in the Ranking Deiiartnieiit, in col, 21, p. 13, which contains the Reserve 
of the Bank. It was notified on the publication of the Return of the Rank of England for the 
week ending Wednesday, January 8,1873, that, wilh,regard to the Deposits in the Return then 
issued, the iiracticc was commenced of jdacing the Chancery Balances under the head of 
Government Deposits instead of undei that of the ordinary Deposits i)f the public as hereto* 
fore. The average amount was about ;^l,000,000, and U> that extent, therefore, the resjicctivc 
totals have undergone transposition. This must be borne in mind in comparing the amounts 
of the Public and Private Deposits from 1844 to 1872, and fioni 1873 onwards (cofS. V3 ind 
15, p. 12), 

During the years 1844-53 1^'-' continually held some Silver Bullion, and also from 
November 28, i860, to July 3, 1861. This is included in the amounts given in col. 9, p. il, 
and also in col. 41, p. 15, of this Table. The sti'jk of Silver thus held is shown in 
Table 10, p. 80. 

Col. 43, p. 15.—Where the average of Bullion is more than the Liabilities, the figure is put in 
thick type, as 103, year 1844.« 

Col. ^^4, pi 15.—Where the average of Total Bullion is more tha.i the Circulation, the figure is 
put in thick type, as 104, ^ear 1876. ‘ * 

Tlie dale of the publication of the Weekly Returns was changed from tlie Saturday (Oct. 3lsl) 
to the Wednesday (No'#, 4th) in the year 1857. It has siiiCe been continued tm the Wednesday. 

The reader must liear in mind that the figures of the yearly statements are annual avera^s^ 
and hence do not show the, numerous fluctuations in the course of each year, with the exception 
of col. 3, which shows the amount of the securities held in the Issue Department on Dec. 31 of 
each year. ' • 
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of 


Securities Securities 
held in in Issue 

Issue Depart* 

!)e|Mirrr:ent mcnt 


Average of held in I Average of Coin and 


I Hanking Coin and 


1844. i)e|Mirrr:ent mcnt Stcurities' Hullion ^ I 

on3*l>ec. 101844. fS t) i (cSl. g). ‘0*8+4. Department, 

in each year, ' 1844=100. \ 


Hullion 
in Issue 
Department 
10 1644. 

> 1844=100. 


18^4 27,934,000 
L846 28,619,000 

1846 28,163,000 

1847 23,765,000 

1848 27,196,000 

1849 28,320,0001 
186« 29,943,000 

1851 27,939,000 

1852 34,07^,000 

1853 30,984,000 
1^4 27,3O3,0Og 

1855 27,555,000 

1856 24,783,000 

1857 124.177,000 

1858 I 31,604 'loo 

1859 !'31,700,000 

1860 ! 28,973.000 

1861 126,737,000 
’862 130,175,000 

1863 I 28,403,000 

1864 ] 27,412,000 

1865 128,351,000 
1836 i 28,922,000 

1867 i 35,249,000 

1868 34,649,000 

1869 32,775,000 

1870 j4,S77,ooo 
litfl 37,SSo,coo 
1872 36!9R,c#o 
1373 36,887,000 

1874 36,550,000 

1875 38, iSo,ooo 

1876 42,870,000 

1877 39,530,000 

1878 37,942,000 

1879 46,284,000 
183) 41,661,000 

1881 38,827,000 

1882 36,791,000 

1883 37,050,000 

1884 37,751,000 

1885 38,722,000 

1886 35,548,000 

1887 I 36,377,00c 

1888 35,633,000 

1889 36,6^,000 

1890 3796 6,000 

1891 39,838,000 
1®92 40,743,oo(f 

1893 4fc|^,K>0 

1894 48,889.000 
1896 53,191,000 

1896 58,802,000 

1897 50,005,000 

1898 48,049,000. 
1899. 47,142,000 
1900 49,232,q£>(V 


£ 

14,000,000 100 
I4,cjpo,ooo 100 
14,000,000 100 

14,000,000 100 

14,000,000 100 

14,000,000 JOO 
14,000,000 JOO 
14,000,000 JOO 
14,000,000 JOO 
14,000,000 JOO 
14,000,000 JOO 
14,475,000 J03 

'14,475,000 103 

14,475,000; 103 

14,475,000 103 

14,475,000 103 

14 , 475 , 0 “ >03 
14,650,000 104 

14,650,000 104 

14,050,000 JO4 
14,650,000 JO4 
14,650,000 JO4 
il5,O00,OC.0 J07 

[15,000,000 /(>7 

|i5,oc:)0,ooU| 107 
15,000,000! 107 

r5,oiy),cxj0j J07 
[15,000,000 J07 

15,000,000 J07 

i5,ooo,ou> 107 
15,000,000 T07 

15,000,000 107 

I5,o'')o,ooo ro7 
l 5 ,(XXJ,O 00 JO^ 

15,000,000 J07 

15,000,000 J07 

15,000,000 J07 

15,750,000 JJ 2 
15,750,00^ JJ 2 

15,750,00®, JJ2 
15,750,000 1*2 

15,750,000,, IJ2 
r6,200,000 116 
16,200,000 //6 

1^450,000 /77 
10, 50,000 ^7/7 
^16,450,000 7/7* 

16,458,000 777 

16,450,000 777 

l6,SpO,OCX) 120 

16,800,000* J^ 

l 6 J ^,000 J 20 

IO^S(X),00<^ 120 \ 

16,800,000 120 

16,800,000 J 20 

17,775,000 127 


7,853,000 100 
7,895,000 lOI 
•7,877,000 JOO 
4'’6io,<po sg 
9,108,000 116 

9,916,000 126 

10,545,000 j^4 

8,466,000 loS 
12,222,00^0 JSb 
8,363,000 JO7 
6,594,000 83 

7,762,000 gg 
5,135,000 65 

4,696,000 60 

11,190,000 143 
10,429,000 133 

7,702,000 gS, 
6,717,000 Sb 
9,330,000 ijg 
7,730,000 gS 
6,849,000 87 

7,263,000 g3 
5,764,000 73 

11,592,000 J48 
10,727,000 /j6 

9,322,000 Jig 
11,564,000 7.^7 

13,470,000 172 

11,390,000 145 

11,220,000 143 

10,270,000 13J 

10,834,000 138 

15,137,000 jg3 
11,635,000 148 

9,885,000 12b 

17,076,000 2j8 


64 14,748,000 j88 

60 13^78,000 ibi 

57 10,826,000 138 

58 11,522,000 J47 

68 12,373,^)00 138 

59 14,072,0001 779 

56 10,869,000, 13S 

56 11,994,000 IS 3 

65 ii,350f000 J 4 S 

55 12.279,000 J57 

M 3 12^62^,000 Jbi% 

1 j 4 , 596 , 00 (» 1^6 

607 14,^4,000 /90 

•iP ,15 ,192,000 igs 

66 23,439,000 ^99 

6? 27,312,000 34S 

71 52,290,000 411 

• 66 . 22,8074000 2<)0 

65 20,602,000 2b3 

64 19,263,000 245 

91 19.797,000 231 


£ 1 

13.935.000 

14,617,000 
14,163,000 
9,769,000 
13,196,000 
14,323.000 
15.949,000 
13,864,000. „• 
20,077,000 
16,984,000 
13,304,001^ 
13,529,000 
10,306,000 
9,702,000 
17,129,000 
17,272,000 
14,498,000 
12,199,000 
1^,525,000 
13,764,000 
12,771,000 
13,709,000 
14,009,000 
20,246,000 
19,662,000 

i 7 » 775 i 000 

19,877,000 

22,880,000 

21,898,000 

21,887,000 

21,570,000 

23,180,000 

27,857,000 

24,530,000 

22,942,000 

31,297,000 

26,662,000 

23.509.000 

JI, 043,000 
21 , 3 * 1,000 
21,991,000 
22,972,000 
19,778,000 
20,513,000 
19 . 433 .^ 
20,461,000 
, 20,800,000 
23,365.000 
24,281,000 
24,618,000 
31,916,000 
36,387,000, 
41,980,990 
33.225,000 
31,242,000 
30,342,000 
[31,663,000 
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Annual Avenge Proper- 


Annual Average jr'ropor- .. . tionol 

of Liabilities on tion of Annua! Averaffe Annual Average p-jwote AontwlAv^ke 

DenositsfPublic Liabilities _PuW»F of Private of Total nlXS , 




and Bank Post o 
^ BilK . 

'• £ 

14,317,000 
16,367,000 
20,262,000 
15,973,000 
15,963,000 
17,211,000 
18,822,000 
- 17,638,000 
20,149,000 
, 19 , 543,000 
15,740,000 

17,698,000 
16,864,000 
17,828,000 
20,847,000 
22,530,000 
20,893,000 
18,481,000 
22,414,900 
21,946,000 
20,600,000 
21,200,000 
1 22,603,000 

26,106,000 
! 25,619,000 

» 23,713,000 

) 26,358,000 

I 29,022,000 
! 29,268,000 

! 28.900,000 

1 25,476,000 

5 26,749,000 

5 30,616,000 

7 28,771,000 

8 29,077,000 

0 36.975.000 

0 33,297,000 

1 3 *> 954 .ooo 

2 29,970,000 

3 29,950,000 

4 31,450,000 

5 33,626,000 ! 

6 29,352,000 

,7 29,581,000 

18 3^1,141,000 

19 32,742,000 

10 33 . 574,000 . 

11 38,220,000 

>2 36,449,000 

13 36,209,000 

)4 41,105,000 

)6. 48,320,000 

}6 K. 94 *.ooo 

97 49,974,000 

98 49,902,000 

39 49,722,000 

30 50,049,000 


of Private 
Depouts. 


1 Deposits 
I to 1844. 
1844=100. 


5,231,000 
5,665,000 
6,254,000 
6,446,000 
5,154,000 
6,086,000 
7,772.000 
7,128,000 
6 , 010,000 
5,682,000 
3.641.000 
5,005,000 
4,840,000 
6,380,000 
5,884,000 
7,319,000 
6,646,000 
5,281,000 
7,052,000 
7,327,000 
6,870,000 
6,707,000 
5,318,000 
6,812,000 
4,906,000 
5,129,000 
7.635.000 
7,071,000 
I 8,875,000 [ 
9,422,000 
6,251,000 
5,223,000 

6 , 793,000 

5,838,000 
5,560,000 
6,024,000 
7,861,000 
7,470,000 
5,660,000 
6,924,000 
‘ 7,288,000 
6,196,000 
4,983,000 
5 . 377 i 00 o 
« 6,443,000 
7,179,000 
*5,840,000* 
6,6ic,oj''^ 
$,856,0^0 
5 , 697 „ooo* 
6^969,000 
7,6oi,ocfc 
io,4il,ooo 
' 9*,982,000 
10,501,000 
10,042,000 
9,285,000* 


8,069,000 
9,643,000 
13,070,000 
8,668,000 
9,809,000 
10,042,000 
9,825,000 
9,351,000 
12,836,000 
13,482,000 
11,016,000 
11,711,000 
11,183,000 
10,677,000 
14,139,000 
14,393, OCX) 
13,518,000 

i 2 » 530 »ooo 

14,642,000 

13.975.000 

13,199,000 

14,000,000 

16,746,000 

18,790,000 

20,169,000 

18,087,000 

18,100,000 

21,322,000 

19,986,000 

19,073,000 

18,847,000 

21,190,000 

23,403.000 

22,y;4,000 

23,229,000 

30,624,030 

26,138,000 

25,235.000 

23,606,000^, 

23,610,000 

23 , 984 ,o<xt 

26,617,000 

24,001,00,0 

24,000,000 

24,508,000 

25.362.090 

27,526,000 

31.414.000 

30,282,000 

30,334.000 

33,628,000 

• 40 , 58 ‘;.o<)o 
49,390,000 
3 W 3 S,oo<i 
39,286,000 
39,511,000 
40,602,000 


13,300,000 
15,308,000 
19,324,000 
15,114,000 
14,963,000 
16,128,1.00 
17 . 597,000 
16,479,000 
18,846,000 
19,164,000 
14,657.000 
16,716,000 
16,023,000 
17,057,000 
20,023,000 
21,712,000 
20,164,000 
17,811,000 
21,694,000 
21,302,000 
20,069,000 
I 20,707,000 
I 22,064,000 
25,602,000 

25,075.000 

23,216,000 

25.735.000 

28,393.009 

28,861,000 '• 

28,495,000 

25,098,000 

26,413,000 

30,286,000 

28,412,000 

28,789,000 

36,672,000 

32,950,000 

31,519,000 

29,740,000 

29,783,000 

31,271,000 

33.4Si.o<» 
29,177.000 
29,402,000 
30,951,000 
32,714,000 { 
33.364.000 ; 
, 38,025^0 ! 
36,266,oot} 
36,030,000 
40,943,000 
48,186,000 
59,808,000 
49,^18,000 
49 ,^ 5,300 

49.571.000 

49.887,.Ta£> 
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. • TABLE 3 [contimud). 

Annual AAri^es of the Transactions of the Bank of England for thp^ Yw 

.AND 

S..1844- 

n 

1900. 

le 

Annual Average 
London Banlfcs* 
Balances bciu> 
d«d in Private 
Deposits (Col^S). 

20 

Proper- 
tion of 
London ^ 
Bankers* 
Balances 
to 1644. 

B 44 »zoo.I 

* M 

21 

A'nnual Average 
itserve of Bank 
of Encland 
■Notes&bpede). 

22 1 
Propor* 
tion of 1 
Reserve ; 
to 1844. 
1844=100. 

_ 

23 

^roTOr* 
tion Res. 
ol.iabili* 
tics on 
Deposits 
ind Bank 
*ostBills. 

24 

ProMr- 
tion Res. 
oLiabilt* 
ties, De¬ 
ducting 
Bankers* 
balances. 

25 

Propor¬ 
tion of 
London 
Bankers’ 
Balances 
to Res. r 

26 

Annua! Average 
of “Other” 
Securities in 
Banking Depart¬ 
ment. 

37 

Propor¬ 
tion of 

“'■a 

securities 
to 1844. 
844=100 

Date- 

i 

c 

977 ,cxx> 

100 

t 

8,500,000 

100 

% 

59 

% 

56 

X 

11 

X 

9,472,000 

100 

1844 

1,256,000 

1,5^8.000 

laS 

i6o 

8,^16,000 

8 ,i;-i 9 .ooo 

too 

100 

52 

42 

48 

37 ' 

15 

18 

12,215,000 

16,661,000 

’’^6 

1845 

1848 

i’467,ooo 

2 . 359.000 

2,131,000 

1,656,000 

1 , 665,000 

rjo 

S4t 

2i8 

170 

170 

5,291,000 

9,784,000 

10,694,000 

11,219,000 

0.101.000 

6a 

r ^3 

126 

132 

107 

€3 

61 

62 

69 

62 

26 

64 

57 

66 

46 

27 ■ 
24 

20 

15 

18 

17,241,000 

11,967,000 

10,222,000 

11,048,000 

12,642,000 

182 

126 

108 

tib 

ns 

1847 
1843 

1848 
1860 ^ 

3,184,000 
2,259,000 
2,^2,000 • 

336 

331 

m 

12,764,000 

8,907,000 

7 , 290,000 

150 

107 

86 

(ft 

46 

46 

66 

38 

35 

25 

25 • 
37 

ii, 398 .<X )0 

15,086,coo 
14,732,006 

130 

’ 59 ^ 

’55 

1862 

1863 

1864 

3,005,000 

3,032,000 

3 , 274 ,o*y) 

4,659,000 

3^3 

3/0 

33 S 

473 

, 8,366,000 
5,772,000 

5 , 347,000 

12,037,000 

98 

68 

63 

141 

47 

34 

30 

68 

36 

19 

14 

45 

37 

52 

61 

39 

15,316,000 

17,067,000 

20,392,000 

16,316,000 

"’63 

180 

3’5 

’73 

1866 

1866 

1857 

1868 

4,256,00c* 

4,283,000 

4,185,000 

^.O^O.CKX) 

43 ^ 

43S 

428 

5^5 

11,076,000 

8,451,000 

7,611,000 

io,i 94 ,CK )0 

I 2 Q 

99 

89 

lao 

49 

40 

41 

45 

37 

25 

24 

29 

39 

51 

55 

45 

18,196,000 
20,511*,000 
18,738,000 
18,987,000' 

ig2 

216 

jg8 

200 

1858 

1860 

1861 

1862 

4,726,000 

4S4 

8.16.000 

100 

39 

22 

55 

20,176,000 

212 

1863 

4,899,000 

503 

7,478,000 

88 

36 

16 

66 

20,296,000 

9’4 

1864 

4.028,000 

3^2 

8,089,000 

95 

38 

19 

63 

20,568,000 

3’7 

1865 

6.2«;o,ooo 

641 

6,745,000 

79 

30 

3 

93 

22,962,000 

343 

1866 

6,689,000 

683 

12,906,000 

132 

49 

32 

62 

18,235,000 

ig2 


6,801,000 

6g6 

H.QOl.CHX) 

140 

46 

27 

67 

17,647,000 

j86 

1868 

6.470.000 

66? 

10,120,000 

121 

43 

22 

u2 

l 6 , 822 ,CXX 3 

’78 

1868 

6,618,000 

67s 

12,435,000 

146 

47 

29 

53 

18,622,000 


1870 

8.300,000^ 

859 

14,102,000 

166 

48 

28 

69 

18,803,000 

igS 

1871 

7,6o9,ijoo 

778 

12,122,000 

I4T 

41 

21 

63 

21,466,000 

336 

1872 

8,586,000 

878 

12,051,000 

I4I 

41 

17 

71 

21,643,000 

22g 

1873 

8,341,000 

854 

11,035,000 

J2g 

43 

16 

75 

18,487,000 

’95 

1874 

10,324,000 

I 0 S 3 

H. 597 .«>o 

136 

43 

6 

89 

19,163,000 

202 

1876 

11,851,000 

1212 

ii;.<)62.cx)0 

{87 

62 

22 

74 

17,502,000 

185 

1876 

9,543,000 

97b 

12,478,000 

146 

43 

15 

77 

18,861,000 

200 

1877 



io,879,ck)0 

127 

37 

— 

— 

20 ,424,OCX) 

3’5 

1878 

.. 

_ 

18,262,000 

2 J 3 

49 

— 

— 

20,836,000 

220 

1879 


_ 

ii;. 007 .000 

188 

48 

_ 

— 

19,161,000 

202 

1880 

_ 

_ 

il.yTii.ooo 

162 

43 

— 

- 

21,100,000 

223 

1881 

— 

_ 

11,750,0^0 

^ 3 S 

39 

— 


22,991,00* 

^343 

1882 

_ 


12.4p1.000 

146 

^2 

— 

— 

22,124,000 

933 

1888 

— 

_ 

13,306,00^ 

’57 

42 

— 

— • 

22,561,000 

938 

1884 

— 

_ 

1 ?,I 1 ".CXX) 

*173 

45 

— 

— 

41,189,000 

393 

1886 


_ 

12,148,0a'* 

^43 

41 

— 

— 

so,7i6,ooo 

2tg 

1886 

_ 

_ 

I ',,348,000 

’ ^37 

46 

— 

— 

19,586,000 

3 W 

1887 



12,688,000 

149 

41 

— 

JU • 

19,912,000 

2 IQ 

1888 


_ 

I|2.U2H.000^ 

’55 

40 

— 


21,587,000 

227 

1889 

It. 

_ 

13 584,000 

i6i 

41 



23 . 4 IC^OOO 

947 

1890 

_ 

_ ^ 

> 14,466,000 

-^3 

41 


1 ^ 

^9,667,000 

3’9 

1891 

_ 

_ 

16,071,000 

1S9 

43 


— 

26,227,000 

977 

1892 


_ 

16,982,000 

200 

47 

•— a 

— 

25,571.000 

26g 

1898 

J! 

— 

25,816,000 

304 

63 ' 

\ — 

1 * 

21,314,000 

335 

1894 

— 

— 

29,8^5,000* 

* 3 W 5 »ooo 

•350 

492 

• 62 

• 58 

i 


22,127,000 

29,281,000 

933 

sal 

.1896 

1896 

♦ 


25 ,i 53 »oo* 

ai 

60 



29,443,000 

340 

1897 



22,920,000 

26g 

4 * 

— 

— 

31,805,000 

336 

1893 

• —> 

__ • 

» — 

21,191,000 

21,455,000 

348 

. 95 ’ 

43 

1 ' 3 - 

• 

= 

32 , 7 i' 7 ,ooo 

29,474,000 

345 
\ 3’0 

1*49 

1900 



14 


INTRODUCTION 


[CR. 1 


'table 3 (continved). • 

AaniuU A^Ten^es,of the Transactions of the Bank af England for the Yeaifi 1844-1900. 


Date. 

28 

Annual Average 
of “Oiber" 
Securities after 
Inducting Bills 
Discounted and 
Temporary 
' Advances. 

29 

Propor¬ 
tion of 
"Other" 
Securi¬ 
ties, etc.) 
in 1844.4 
1844=100! 

30 

Annual 
Average of 
Bills Dis¬ 
counted. 

31 

IVopor- 
tion of 
Bills Dis- 
counted 
to 1844. 
1844=100 

32 

Prppor- 
iftin of 
Bills Dis¬ 
counted 
loTotal of 
"Other” 
Securities 

S 3 

Annual 
Average of 
Temporary 
Advances. 

•34 

Propor¬ 
tion 97 
Tempoa 
rary Ad¬ 
vances to 
1844. 
1644=100 

33 

# 

Annual Avt^age 
of Notes hem by 
Public issued at 
the Branches. 

r 

38 

Propor¬ 
tion Pro- 
vihaal 
Circula¬ 
tion to 
TotalCir- 
1 culation. 

1844 

' i 

5,467,000 

too 

£ 

2,690,000 

too 

j 28 

1 ^ 
1,315,000 

1 

200 

£4 

6,510,000 

% 

32 

1645 

5 , 732,000 

lOS 

4,680,000 

m 

38 

1,803,000 

f '37 

7,130,000 

34 

1846 

5,788,000 

too 

9,030,000 

334 

64 

1,843,000 

140 

6,770,000 

33 

1847 

5,803,000 

J06 

• 9,61^,000 

357 

« 66 

1,822,000 

m 

6,530,000 

34 

1848 

6,216,000 

Its 

4,289,000 

1 m 

85 

1,462,000 

III 

5,830,COO 

32 

1848 

6,655,000 

i22 

2,590,000 

! 96 

25 

977,000 

74 

5,904,000 

32 

1860 

6,540,000 

V 9 

2,6^,000 

99 

24 

1,848,000 

140 

6,260,000 

32 


' 7,004,000 

128 

4,544,000 

ibg 

36 

1,094,000 

S3 

6,420,000 

33 

1862 

7,798,000 

* m s 

3,020,000 

IT 2 

■ 27 

580,000 

44 

6,940,000' 

31 

1863 

^ 8,028,000 

146 

.6,137,000 

228 

41 

921,000 

70 

7,810,000 

34 

1864 

8,007 ,O<>0 

146 

6,086,000 

226 

41 

639,000 

4S 

7,380,000 

36 

1866 

' 8,630,000 

157 

6,004,000 

223 

39 

682,000 


7,040,000 

*36 

1866 

8,487,000 

JS 5 

6,700,000 

1 H 9 

39 

1,880,000 

143 

6,970,cxx) 

36 

1857 

9,068,000 

i&> 

9,474,000 

35 ^ 

46 

1,850,000 

141 

7,000,000 

36 

1868 

11,101,000 

11,648,000 

202 

4,620,000 

172 

; 28 

595.000 

45 

6,880,000 

34 

1868 

212 

5,570,000 

207 

i 30 

978,000 

74 

7,660,000 

36 

1860 

11,078,000 

201 

8,091,000 

301 

39 

1,342,0c 0 

102 

7,910,000 

37 

1861 

11,136,000 

202 

6,586,000 


; 35 

1,016,000 

77 

7,3()0,ooo 

37 

1862 

11,207,(100 

205 

6,239,000 

032 

33 

1,541,000 

in 

7,480,000 

86 

1863 

10,546,000 

ig2 

7,402,000 

275 

37 

2,22s,000 

i6q 

7,440,000 

36 

1864 

9,703,000 

177 

8,600,000 

320 

42 

1 . 993.000 

JS' 

7,570,000 

37 

1866 

9,525,000 

m 

8,601,000 

320 

, 42 

, 2,442,000 

^S 5 

j 7,720,000 

36 

1866 

9,778,000 

m 

9,631,000 

35S 

, 42 

: 3 . 553.000 

270 

1 8,480,000 

37 

1867 

10,575,000 

m 

5,846,000 

2 J 7 

32 

1,814,000 

^ 3 ^ 

8,610,000 

8,990,000 

37 

1868 

10,783,000 

*77 

5,030,000 

jS 7 

28 

1,834,000 

JS 9 

38 

1868 

9,165,000 

1 

5,808,000 

216 

34 

1,849,000 

240 

8,860,000 

8,830,000 

38 

1870 

8,508,000 

^55 

6,418,000 

239 

3 t 

3,696,000 

281 ' 

38 

1871 

9,554,000 

m 

6,411,000 

239 

34 

2,838,000 

2 f 5 ' 

9,320,000 

38 

1872 

10,622,000 

jg 4 

6,945,000 

25S 

32 

3,899,000 

2g6 

9,882,6oo« 

• 39 

1873 

10,999,000 

201 ; 

7 . 737.000 

287 

36 

2,907,000 

220 

9,999,000 

39 

1874 

11,080,000 

201 

4,665,000 

173 \ 

25 

2,742,000 

208 

10,154,000 

38 

1875 

11,429,000 

2og 

4,402,000 

264 j 

23 ! 

3,332,000 

253 

10,383,000 

38 

1876 

— 

— 

— 

— 

— ; 

— 

— 

10,362,000 

87 

1877 

— 

— 

— 

— 

— 

«• _ 

— 

10,274,000 

37 

1878 

— 

_ 

— 

— ' 

_ ' 

— 

— 

9,989,000 

36 

1878 

— 

— 

— 

— 

— ! 

— 

— 

10,124,000 

35 

1880 

— 

— 

— 

— 

— 


— ! 

9,295,000 

35 ' 

1881 

— 

— 


-- 

— 

— 

! 

9,114,000 

36 

1882 

— f. 

— 

— 

— ; 

-- 

— 1 * 

— 

— 

— 

1888 

i 

— 

— 

— 

1 _ 

— 

— 

... 

— 

1884 

— 

— 

4 _ 

— 

— 

_4 

— 

— 

— 

1886 




— 


4 — 


— 

— 

1886 

— 

—. 

— 

— 

— 

“IT 

— 

— 

— 

1887 

— 

— 

— 

— 

— 

— 

— 

— 

— 

1888 

— 

— 

. 4 - 

— 

— 

— 

— 

— ; 


1888 

— 

— 

— 

— 

— 

— 

— 


— 

1890 

— 1 

— 

' — 

• — 



e 

_ 1 

* - 

1891 

— 


- d 

»»■" 

— 

,, — ^ 

* 


— 

1882 

— 

— 

~~ « 

— 

— 

— 

— 

— 

— 

1893 

— 

— 


4 — 

— 

— 

— 


m 

1894 

— 

— 

— 

. ' 

— 

— 

, — 

— 

— 

1886. 


_ 


— 

•_ 

4. 

4.- 

_ 



1896 

- 

— 

_^_e 

— 

4” 

— 

i _ 

— 

— 

1897 

— 



_ 4 



— 

* 

1898 

— 

— 

— 

- 4, 

— 

— 

— 


— 

K»99 

— 

— 

— 

— 

— 

— 

— 

• —• 


1900 

— 

— 

— 

* _ k 

— 

— 

— 


- 
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' TABLE 3 (contitaud). 

Annual AvA-ages of the Transactiotis of the Bank of Engfland for thf Years ^[844-1900. 


37 

Otnnua! Average 
gf Notes held 
jy Public ii^ucd 
in London. 

38 

Propor¬ 
tion of 
l^don 
Circula* 
tion to 
jTotal 
Cir’lat'n 

S 3 

Annual*Average 
of Total 
Notes held by 
Public. 

40 1 
Proper-1 
tion of 
Notes 
held by 
Public 
to 1844. 
’ 44 =>oo 

41 

Annual A^rage 
of 'I'otal Coin 
ant' Itullion 
held by the 
Bank. 

; 42 ; 

, Propor¬ 
tion of 
Bullion 
to 1B44. 

■44=100 

43 

I^opor- 
tion of 
BuMion 

Col. 41 
to Lia- 
bililies. 

Col. 1 . 

44 

Propor¬ 
tion of ' 
Bullion 
Col. 41 
to Notes 
hebibby 
Ihiblic. 

4 S 

Proportion of 
Total Bullion 
Col. 41 ^ 
to Liabilities 
Col. 11 and 
Notes held by 
Public C0I.39. 

46 

Annual 
Average of 
Minvnum 
Rate of 
Discount. 

• 

Date. 

.4 

% 

£ 


i 


% 

% 

% 

c 

•s. 

d. 


i<lj740,ocio 

68 

20,250,000 

100 

14,664,000 

lOQ 

103 

72 

42 

2 

10 

0 

1844 

13,544.000 

66 

20 , 674 ,c 4 »o 

103 

15,243,000 

104 

93 

74 

41 

2 

13 

8 

1846 

13,482,000 

77 

20,252,000 

100 

14,785,000 

101 

73 

73 

36 

3 

6 

6 

1846 

12 , 593,000 

66 

19,123,000 

94 

10,428,oeo 

1 ’ 

65 

a-i 

30 

5 

3 

6 

1847 

I 2 , 256 ,DrX} 

68 

18,086,000 

S<} 

13,872,000 

95 

87 

77 

41 

314 

s 

1848 

12,538,000 

ae 

18,438,000 

91 

15,161,000 

JO3 

88 

82 

42 

2 

18 

7 

1849 

i3,iii8,ooo 

68 

19,448,000 

gb 

16,636,000 

“3 

88 

86 

. 43 

2 

10 

I 

1860 , 

13,040,000 

67 

iQ.d68.ooo 


14,564,000 

99 

82 

76 

39 

3 

0*‘0 

IZoL 

i4,97o,oo<J 

69 

21,910,000 

wS 

20,587,006 

140 

102 

94 

• 49 

2 

3 

0 

1862 

14,792,000 

66 

22,602,000 

III 

17,516,000 

IK) 

90 

•78 

. 41 

3 

‘ 3 , 

,10 

1853 

43.308,000 

61 

20,688,000 

102 

i 3 » 997 ,ooo 

95 

8d 

63 

38 * 

5 

2 

3 

1864 

12,790,000 

65 

10,830,000 

gS 

14,181,000 

97 

80 

71 

38 

4 17 ' 

10 

1865 

12,697,000 

65 

i9,()t)7,ooo 

97 

10,932,000 

75 

66 

.56 

SO 

6 

1 

2 

1856 

12,467,000 

, 64 

19,467,000 

96 

10,118,000 

bg 

67 

r»2 

27 

6 

13 

3 

1867 

13,368,000 

; 66 

2l/,248,0(a) 

100 

17,847,000 

122 

86 

88 

43 

3 

4 

7 

1858 

13,666,000 

i 

21,326,000 

WS 

17,928,000 

122 

80 

84 

41 

2 

>4 

7 

1869 

13,342,000 

611 

21,252,000 



104 

73 

72 

•36 

4 

3 

7 

1860 

12,602,000 

63 

19 , 9 Q 2 ,(X 30 

w 

13,009,000 

Sg 

71 

65 

34 

5 

5 

4 

1861 

l,' 5 . 3 S 5 .“» 

6-1 

20,835,000 

’03 

16,380,000 

1 112 

73 

78 

38 , 

2 

10 

7 

1862 

13,224,000 

64 

20,664,000 

103 

14,567,000 

\ 99 

66 

70 

34 

4 

8 

2 

1863 

*3>03S)000 

63 

20,605,000 

JOS 

13,482,000 

94 

6,5 

65 

33 

7 

8 

0 

1864 

i3.,W,ooo 

64 

21,117,000 

104 

14 546,000 

\ 99 

68 

69 

34 

415 

4 

1885 

14,679,000 

63 

23,159,000 1 

114 

14,887,000 

1 JOl 

i 6.5 

64 

33 

6 

19 

0 

1866 

14,828,000 

63 

23,438,000 

116 

21,353,000 

‘■15 

82 

91 

43 

2 

10 

9 

1867 

14,942,000 

62 

23,932,000 ! 

j/S 

20,838,000 

142 

81 

87 

42 

• 2 

I 

11 

1868 

14,623,000 

62 

23 483,000 

( n6 

18,825*000 

isS 

79 

80 

40 

i 3 

4 

2 

1369 

14,497,000 

62 

2J 527,000 

\ 

1 20.776.000 

142 

79 

89 

42 

1 3 

2 

0 

1870 

.,5,096,000 


24,416,000 

\ 130 1 

1 2 3,1^88.000 

ibi 

81 

96 

44 

I2 17 

8 

1871 

15,641,^10* 

•61 

25,523,000 

i wb 

22.585.000 

J 54 

77 

88 

41 

1 4 

2 

0 

1872 

15,685,000 

61 

25.645.“^ 

1 i 36 

22,665,000 

•54 

78 

88 

41 

415 

10 

1873 

1 (6,110,000 

62 

20,26 3,OOt"* 

I K 30 

22,294,000 

' 5 ^ 

87 

85 

43 

3 

13 

10 

1874 

16,963,000 

62 

27,346,0( 0 
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We will now proceed to examine Table 3, pp. 11-15, which 
is drawn up for the purpose of assisting us to understand 
the operations of the Bank of England by placing before us a 
complete summary of its published accounts, from the year 
1844 to the close of the year 1900. These arc stated in 
a series of annual averages. To each of the columns of 
ampunts which the statement contains columns of propor¬ 
tional figures have been added, which show at a glance ithe 
proportion which th^' aniount for each year h^,aiA- to 1844. 
This method of exhibiting the development of the business'Tvill 
Ipe found convenienc by- the reader, who is thus enabled to 
compare at one view tfie whole erf the operatiW.. of the Bank. 

The Bank of England has the largest paid-up capital of any 

' 16 
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bank in the world, being ^14,553,000 ; the “ Rest,” or accumu¬ 
lated sftid undivided profit, averages about 3 miljipns more. 
The total capitEj belonging to the Bank is therefore about 


17I million®. 


Nolcs Issued, S/)ccie and Serujiiics in Issue Department. 

Col. I of Table 3, j). in, shows the average amouni of' 
“ notes issued ” as given in tlie weekly returns of the Bank. The 
securities held in* the Issue 1 lepartmenf are entered in col. 3, 
the notes held in the Banking 1 leparlmeni in col. 7. A larger 
amount‘than that held by the Bank is .always in_lhe hands of 
the 4)ublic. d'he notes issued ^it the branches ;ure given ih 
col. 35. p. 14, and those issued in London ni col. 37, p. 1^. 

I^e notes cannot be .sejiarated thus Liter than 1S81, a.‘> tl'fis 
information has not been supplied further. The total amount 
of the nolcs in tne hand.-, of the public is given in col. 39, p. 15. 
The notes held !;)• the B.ink are .dso inciuded together with the 
specie in the Banking 1 lejKirlrnent in the amount of the.reserve 
of the B.ink, col. 21, |). 13. '{'he total specie held by the Bank, 

both in the issue and Banki ig 1 Ii jiartments, is shown in col. 41, 
[) 15. 'fhe notes held by the Bank have incrciased proportion¬ 
ally more than tin ,e entered as “issued.” Thesi' have 
increased in jiroportion more than those held liy the yiublic, as 
colS.‘2,",S, and 40 show. The bullion in the Issue Department, 
cols. 9 and to, li.ts incre.ised in jtroportion more than the notes, 
cobs. 2, 40. The securities in the Issue Department, cols. 3 
and 4, have not increased his much. Hence the yiroportion of 
notes i.ssLied against bullion is larger, and that i.s.sued against 
securities is generally less in 1900 than in 5844. 


Total Dejso.-its and Bank Post Bills. 

Col. 17 of Table 3, p. 12, contains the ytarly averages 
of the total cieposits of the Bank ol Engl,Mid. The.se are 
nov^Tti a usual “way iTea.dy ^our tinxis ak iarge a& in 1844. 
Col. 18 the* proportion of tht, deposits id each year 

to -5844 and the'r progress eagh ^'Cai*. Occasionally, as it 
will be seen by the table, the pfogres?; has not been uniform,, 
but. on the wBate" it ,is cwitiduous.. Cols. >3 and 15 shSw 
the averages of the public deposife and of the private deposits. 
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The monthly fluctuations of the bullion in the Issue Depart¬ 
ment-ai;e ^iven in Table 7, p. 71, aild those of the Liabilities 
and the Reserve in Table 11, pp. 82, 83. The figures were 
largely affected in the years iSg^ and 1896 by the pa3jments 
mAde by the Chinese Government to that of Japan. A Chinese 
_ Loan was negotiated at Paris under a Russian guaranteedn the 
latt'er half of 1895, some ;^8,ooo,ooo having been paid over in 
October, and the remaining ;^5,ooo,ooo in the month of' 
November. The private deposits of the Bank had risen from 
an average of about 30,000,000 in 1893 and of ;^33,ooo,ooo 
ia 1894, to more than ;if40,ooo,oo in 1895, and ;^49,ooo,ooo in' 
1896. The 3,000,000 lodged on account of the Japanese 
Government with the Bank was principally paid in bills, only a 
small part having been forwarded in specie. This immense 
sum practically never left this country ; a small part was under¬ 
stood to have been repaid, as it came, in specie, but the 
remainder was employed in the building of ships, the purchase 
of navaS and military stores, in these and other ways giving em¬ 


ployment here. It does not appear to figure in the accounts of 
the Bank after the spring of 1896, The public deposits, col. 13, 
p. 12, are considerably larger now than in 1844, but the increase 
in them has been by no means so large as in the total deposits. 


Col. 14, which shows the proportion of the annual average to 
1844, makes this point very clear. Col. 15 contains the annual 
average of the private deposits, and it is in these that the 
largest increase has occurred. In 1000 they were five times as 
large as in 1844, having been in 1896 six times as large. 
Col. 16 shows the proportion in each year; while the growth, 
has been continuous, it has not been uniform. The amounts 
held during the last ten years' show a very large increase, and 
examining thic column gives a better,>dea of the growth of the 
business than 'any other statement that' can be put before the 
reader. Col. 19, 13, shows the annual averages of the London 

Bankers' Balanccc lrom''i844 1877,' the list year in'wWch 
they were published. Thdse are included" amdhg^ute private 
deposits shown in col.' 15. The increase in them durin^the 
■ period for which the, information is gi^en was far larger than 
that of any otlier ■ branch of the ^business htnhe Bank—4he 
increase in them between 1^44 and 1877 having beSii nearly 
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tenfold. The growth Since 1877 has certainly been far larger. 
This subject will be dealt^with more fully later on. ^ * 

Col. II, p. 12, contains the yearly averages of the total 
liabili^'es of the Bank of Englahd, including under this head the 
amount of the deposits and of the Bank post bills. From tTiis 
point of view we need not take the Bank note' circulation into, 
account, as that concerns tfie Issue Department and not the 
’ Banking Departm.ent of the Bank of England; the only lia¬ 
bilities, therefore, which have to be taken into consideration here 
besides the deposits, are the seven-day and other bills. These 
•last have declined in amount greatly since 1854, the last yetr 
in which they were over 1,006,000. From 'averaging more 
, than ^1,000,000 in 1844, they have diminished to Tess than 
;^300,000 in 1900. Hence it has not been thought necessary 
to tabulate the amounts of the Bank post bills separately. 
They are included with the public and private deposits in 
col. 11, p. 12. During the time under notice a very considerable 
increase m the liabilities of the Bank on deposits has taken 
place. The liabilities, which averaged abuut 14-J millions in 
1844, averaged more than 50 millions in 1900, having thus 
much more than tripled in the course of that time ; this growth, 
as will be seen by a reference to col. 12, has been gradual and 
conimupus. It was not till i860 or 1870 that the average 
deposits of the Bank much exceeded its capital; even at the 
present date the deposits are rarely ecjual to four times the 
amount of the capital, '^his is an unusually strong position 
for any bank to occupy. The capital of most banks bears 
•generally a much smaller proportion to the deposits. In 
Scotland the proportjon has on average "been of late years 
14 per cent. In Ireland it is from 19 to 20 per cent. In the 
United Kingdom generally' the average is 15 pet'cent, though 
with many banks it is aistinctly higher.* The position of the 
Bank^f England in this resjiect is unusually and exceptionafly 
strdi^ 

The Reserve. 

Tn a similar manner, though 'not Ijy any means in a like 
proportion, the ay|;rage reserve has increased. The anniital* 

* Set aja)L*es gn the “Progress^! Banldng,” numbers for January, February, 
Ajtril to June in Banker!/ Maganine. Published by.Water'ow and Sons, Limited. 
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average of the reserve, with a sta/eiftent of the -proportion 
each'ycsr ^Jcars to 1844, will be founa in cols. 21 and 22, p. 13. 
The average reserve, from being 8i millicfns in 1844, has 
increased to nearly 21 h millions lii 1900. In col.-23 Is giv^n the 
average [)roportion of the reserve to the liabilities on deposits 
, and Bank post l)ill.s. This is generally very considerable. It 
has been as high as 63 per cent, in 1S52, and again in 1894; 
it was as low as 30 per cent, in 1866. It rosCfin 1867 to 49 per 
cent., and has sibce /iev(T avcirtgcd le.ss than 37 per cent. This 
proportion was marla.al in 1878. But the reserve has sometimes 
been comparatively low of recent years, and the ])ro[)ortion was' 
only 43 per cent, in 1899-10)00. In looking down col. 23, a 
distinct,'’though gradual, diminution in the projiortion of the 
re.serve to the liabilities becomes obvious. Aiv.l it is not only 
the proportion of the reserve to the liabilities which has altered ; 
the character of the demands which may be m;u!e upon the 
reserve has, tluring the last twenty-live yeans, undergone a 
great, though ;i gradual .alter.ition. 'fhis is indicated by the 
great increase in the balances which the London liankers have 
kept with the Bank of I'ingland ; the.se amounts are more likely 
to be drawn on severely and .sharply in a time of pressure than 
any other money kept with the Bank of England. 

We will now proceed to consider thi; amounts pf these 
balances, the projtortion which they bore to the reserve of the 
Bank of England between the years 1S44 and 1877, and their 
position at the present time. . 

Bankers Balances. 

Col; 19, p. 13, contains the annual average of the London 
bankers’ balances from 1844 to 18 77, when the publication ceased. 
In these there was, as long as the [lublished figures allowed the 
matter to be traced, a very considerable and progressive in¬ 
crease. far larger than the increase in the reserve itself. The 
particulars ,of FhiS are lypt given in the w'eekly statemcntspltnd 
it is only the returns’ pultlished by order of tSe“Hpuse of 
Commons which supply this valuable information. 'The 
average amount of e;ach year, which was Jess than i million 
in 1844, had be'corhe more than p^Tmillbns in^Syy the Itttest 
date to which the information can be given. By the" balances 
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of “the Ivondon bankers.” it is unclerfitood that the balances 
of "tHb clearing banker.*” are described. There.are, there¬ 
fore, doubtless other amounts than these belonging to bankers, 
and really fornjing :i portion the general reserve of bankers 
with the Banl<, There arc now many important banks located 
in th(i metropolis, besides the London banks projicrly so called, 
among which are .Scotch bTmks, Iri.sh banks, Colonial batiks, 

o 

and many forc'ign banks. Most of tlicsc dod.'irgc bnsine.sses 
in London, and donbllc.-.s kfcp^correspdiid.ing sums of money 
in ie.scrve. T'lere are also 1 naa' sum.- of money kept wath 
.tlie liranches of the Lank ol Lngl.ind .at nlpnchester, at 
Livsrjiool, and (dsewlK-re, I)\ pruvinei.a! Itanjts, Tillich often 
do business on a i.irge sc.de, gniic witb that of 

in,my London j.anks, '■ s :”'s .iia- .d 1 , proper!)' siieakiitg, 

■'bankers’ bai.e'i-e.s” and tde ;.::a)n, t:, bei ig kept for tile same 


])iir, ese, :.!ica; ! b.- i:a! : I I in die ''„ar. ' .'.taleiricnt. We can, 
hewever. oni) d'.d we,!: 'Ji-.- s as sciKa! ni ‘JiC [.nlilished 

rctnrns. i !v m,'.ro-.;-! - ii o '.gnie. w is p!e_r,.and, 
'■.0 long <e. it ie:is •pnaie.lidi '-i fe.r more ra[)id 

proportivin than d.j !:i, re se ■! l!ic reser',c of tlie Lank of 
Lngland its.!) or ol :ar.' oilier 1 r'r,.:l) of its business, (.ol. 20, 
p. 13, ci'iit.uns tl'e p'oe.oiti. .> \vi;icl' ill' l/i! in.ce:. of tii- l^ondon 
bai.kers b-ee din,an,; < ei- lo ilieir aimon:-/ iii 11(44; this 

enalMes 14S l',i lol’iiw'.'‘ie,;' iin-t'a 'n..; with laciity. in ctil. 25 
till. iToj ordo;! j'.'i eoiit, ol lIk- ,iv< r; y bankers' balances to the 
resen - ir, ai'i n. b’ro;n bein;r o-.il) ii per (cut. of the total 
re.c.'i've la L’pp the pi'iiportiun inere.’ise.l to ip) per cent, in 
, i<S66; ;md, tl;on:'''n it did not alwaiy.s I'tnnain at th:it high 
lignre, it v.a.s moia; tlrm 75 p..r cent, in* the I'e.'irs 1H73-77. 
T.iius, from being liut*-' ■ma!l fraction of the reserve in the*early 
years over which ihe'tajde oxtends, the .'imonrji increased to 
being etpial to three (ic.irlers oi tb ■ nycnige resitrvt.- at the date 
last meiuionet!. Coi. 2 ] shows tin- proi'ortic invhich the restive 
wt^Ilif have bo'lie to* the; !'-iiiilities ,il thi^jUjji^nkers’ balances 
had not •'iKrwi inoladed. It shows hovJ* largely the bankers’ 
balances assist 1.) keep uj) the .'tpitiuM’of the resources of the 
Bank. It is the oracticy of the' Lcndoii’ banks to keep theit 
pruicipal ics''s;,.<ragai)jst in*meOiate demands '»ith the Banlv of 
England, as •being the easiest add safe.st pilan. And as their. 
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business has extended,"so they have also increased tlje balances 
to thp credit of their accounts with t^e Bank of Englartd. As 
far as the connection between the two can be iraced, it appears 
that the amounts of the bankers’<balances (the bankers’ reserves) 
were, when the publication of the amounts ceased, much larger 
ip proportion to. their liabilities than they had been twenty-five 
' years before ; while the proportion of the reserve of the Bank 
of England to its own liabilities was somewhat smaller. This ■ 
subject is so impor,tant that it is dealt with separately in 
Chapter III., p. 34. No doubt a very considerable portion of 
the increase :n the balances of the London bankers is due to, 
tffe necessity ofjiolding larger sums at the Bank of England, 
consequent on the development of the Clearing House system, 
and the admission of the principal London joint stock banks to 
that establishment, arranged in the years 1853 and 1854. 


The Note Circtilation. 

The effect of the alterations consequent on the admission of 
the Joint Stock Banks to the London Clearing House may be 
traced in the diminution of the metropolitan note circulation of 
the Bank of England about that time. The annual averages of 
the notes held by the public issued at the branches and in 
London are shown in cols. 35 and 37, pp. 14,15, of this tablf^up 
to the close of the year 1881. .Since that date no information 
has been published on this subject. Between 1844 and 1875 
the provincial circulation had increased more rapidly than the 
circulation which centres in London. If the same course has, 
been followed to the present time, nearly half the note circu- 
latioil'of the Bank of England now proceeds from the branch 
offices. As n^entioned above, a distinct diminution in the metro¬ 
politan circulation, given in col. 37, p. .’5, is observable about 
1855. And from' that date also, following on the admission of 
the joint .stock Jjanks to the Clearing 'Houst, the propCIliii,on 
borne by the balanced of*the London bankers to tlswHjeserve of 
the Bank of England, which had not ever previously exceeded 
po per cent, of that' reserve, rbse till, ,as previously mentioned, 
thff bankers’ balances "became, between i^73''a*i 7877, usually 
about three-quarters of the reserve. The total amount held by 
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the public and the proportion to that*in 1844 are shown in 
cols. 35 and 40, p. 15. 'rfhe note circulation and the bullion in 
the Issue Department are stated in Tables 6 and 7, pp. 70, 71. 

• • 

Tke Bankers' Balances and the Reserve. , 

The enormous amounts, as ;^i09, i43,ooc^ May 15. 190*^' 
which pass through the Clearing House, especially on Stock'Ex-* 
change “settling days,” when totals of 60 millions, 70 millions, 
and more are often cleared, leav| large diti6pret\ces to be adjusted 
through the “ clearing bankers’ ” account with the Bank of 
n England. Due preparation has to be made to me^t these differ¬ 
ences, and very large amounts ate required on these occasions. 

What is p?id away by one bank in this' manner, is, how¬ 
ever, received^ by another. The “ money remains equally 
with the Bank of England, whether it stands to the credit of 
one bank or of another bank. Taking the amounts held on 
deposit by the bankers in London into consideration, and the 
demands which may be made on them on that acaount, it 
would appear that the balances which they keep with the 
Bank of England rather represent what should, with strict 
accuracy, be called their “Till Money” than their “Reserve.” 
“Till Money,” as everyone concerned in banking knows, is 
the amount which every banker is bound to keep close at 
hand ready to meet the calls of the moment, as cheques are 
presented over the ’ counter. An adequate supply of “ Till 
Money ” is indis[)ensable to the proper conduct of a banking 
business, but it cannot be looked upon as a “ Reserve.” A 
, “ reserve,” though equally needed to meet immediate calls, 
must be on a far.larger scale than the Tnere amount of cash 
necessarily held in tfi'e “till.” Amd taking into consideraflon, as 
just mentioned, the vhs^ amounts of deposits hpld by London 
bankers, and the demands which may be made on them at 
any time, the balances they keep with the‘Bank of England 
mlTsi^be considdhed aJ the cash needed fOf^itjjmediate require¬ 
ments—thar- is to say, the “ Till M6noy ”—transferred for 
coavenience sake to the custqdy. of'the Bank of England, 
rather than a really adequate* bankirfg he'kerve. . 

. The grojvth ^an 4 devtelofment. of the tondon banKers’ 
.balances and the* proportion thfly stood in to the reserve of 
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the Bank of England ‘will be clearly shown if we divide the 
period fr^ip, 1846 to 1877 into four groups of eight yeaA, each. 
This comparison cannot be carried later than the year i8yy, 


because that was the last year* in which the hm®unt of the 
baskers’ balances was published. The averages are'as follows:— 


Slatcment for years 1846-1M77. 


rroportie*! C nt. of i Vroporlion per Cent, of 
keseivt (,f r>ank of | I’ankers' Balances to Reserve 
EiipUnil to I iabiliiieI of Bank of EngUnd. 


Averages of the ye-irs ^846-13 . .. ,52|)ei rem, j 21 per cent. 

•' ):oJ~6i . 43 j 45 

.. 1862-69 42 ■ 6d f. 

„ 1870-77 .... 45 „ I 70 


• In tKc carlies'l group, the proponioii of tlie reserve was 
nsbrei than half the liabilities. I his jiroportipn, it will be 
seen, on the whole declined, while the proportion which the 
balances of the London hankers bore to me banking rc.serve 
itself steadily increased, i'hotigh the j■rogre.s.v oi i;ie iialances 
of the London bankers kejit with tile ilank of England ctinnot 
be traced through any published .statements beyond the year 
1877, yet it is well known that they are far ktrger notv than at 
that date. And as these amounts are included among the 
total deposits ol the Bank, it becomes clear how very consider¬ 
able a jiart of the increase of those deposits is due to this .source. 
The general effect may be seen by comparing the figure** in 
col. 17, p. 12, with those in eol. ig, )). 13. it miglit bt‘ drought 
that these dejiosits would he tlic most certain to diminish m times 
of pressure, but, on the contrary, they are certain to rise at such 
a time. Thtis they greatly increased during llie panics of 1857 
and 1866. Between riie 4th and the 25th of hjovember, 1857, the 
bankers’ balances increased 2 millions; rising from .;^3,400,000 
on the 4th N.8vember, to Z'3,400,000,oil the 25th November. 
In t866 the action of the bankers wa.s* more rapid. On the 
9tK May, 1866, the^r balances were .^5,000,000; by the i6th 
—that is .to sajii-ifi one week—the tfmounf had iiic^ 3 !ted 
nearly 3 millions,-tiTe. figiares being /7,^oo,ooiT^ Beyond 
doubt, a great portion bf* ifie^e sums had been derived fsom 
the Bank of England'itself, as the temporary advances during 
that time incrcai^ed, nearly. 5 mifliows, anti tl?s“»»'«unt of bills 
.discounted also increased to* about the stCmc extent. The 
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reserve of the Bank of England had*diminished during the 
same tfme, from the 9th ro the i6th May, more thaQ.4,millions, 
from /4,90o,oo» on the earlier date, to ^700,000 on the later. 
A gr^at portion of that anioUht had undoubtedly been drawn 
by the London bankers. The immediate response to the tall 
of nacessity speaks very wcii for the manner in which the 
reserves of money at short dates were placed, for the prudfence 
with which the l^anking business of the country generally was 
carried on, and also for the liberality sliown, by the Bank at 
a period of great national peril. 

A more recent instance of the manner in which the balances 
of rite London bankers are increased during a.timt; of an.^iety 
was shown in the year 1075. On May 31st' in that*year ^e 
failure of Mes^srs. Sanderson and Co., llie Discount Brcfkers, 
of Lombard Sireet, was announced .simultaneously with that 
of the Aberd.ire and I'lyniuuth Iron Coiiipanies, some an.xiety 
having c.visi''J for .t sheri time prev.oiis; and on’June 15th 
the bankruptcy (jf hUssi-.e i\. Cullie ,ind Co. took place, 
accomptiiht'd with the downfall of a host of minor traders 
who were involved, in til' ir ruin. 

The iiiilneijce of thisse events on the bal.aiices of the 
Loudon banker-, very remarktdile. d'he particulars are 
as fo!l(,'.v.s> 

y 
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of the Bank of England in Octohet, *1878. On the 2nd of 
that month the .stoppage of the City* o| tilasgow Bank was 
announced. Th* movement *in th« “.other "•’’deposits of the 
Bank, consequent tn this event, ^as as follows ;— 
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Reserve, 
Notes and Coin. 
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£ 
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SepV;mber 25 . . . 

20,087,459 

/OO 

I 7 » 333 .ooo 

20,028,000 

A )0 
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21.938.505 
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ij6 

10,772,000 
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25.967.071 
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. „ i6 

27.321.433 

^S 7 
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23 . . - 

27.859.388 


23,312,000 

^SS 
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A large porUon of this increase in the deposits was at¬ 
tributed at the time to additions made to the bankers’ accounts, 
but as the particulars of the London bankers’ balances have, 
not been published since 1877, the details have not been made 
public. A similar movement was observable in November, 
189a, and it is desirable to recapitulate the circumstances. THb 
announcement of the involved position of Baring’s was 
made by the Bank of England on Friday, November 14th. 
The Bank'rate had been raised to 6 per cent., as a pre¬ 
cautionary measure, on November 7th, which was Friday—a 
very unusual day for a change, the regular day being, as is 
well known, Thursday, the Court day at the Bank. It was 
nearly a week before the City generally was informed how 
matters really stood. On the afternoon of Friday, November 
14th, a meeting of leading City men was held at the Bank, and 
a guarantee commenced, which, at a further meeting held*otrthe 
15th, was brought up to the amount of ;^8.ooo,ooo-^9,ooo,ooo 
required to stave off a forced liquidation. In the next return 
of the Bank of England the “other” deposits had increased 
;^6,ooo,ooo, which may hence be concluded to have been^ 
added to their baknces by the bankers between the 15th 
and the 19th. The following* statement’’shows the course of 
events:— 
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In all these periods o( pressure the Increase in the “ other ” 
deposits has been accompanied by a generally ccuyejponding 
increase in other securities. This indicates that in round 
figures what has been borrowed from the Bank, or a great 
part of it, has been deposited with the Bank. The columns 
of proportional figures enable us to trace this point. Pari 
passu the increases in the fwo columns, of the other depbsits 
and of the other securities, balance each other. 

Information at the moment jvould ha\ie boen very valuable, 
as this ^would have helped to allay needless alarm. Suitable 
precautions against danger sometimes prevent, that danger 
from becoming serious, and on such occasions it.is very desirable 
that the extent of the precautions taken should be kno>wn. 

The Other Securities. 

The annual average of the “other” securities held by the 
Bank of England is given in Table 3, col. 26, p. 13. Col. 27, 
which accompanies this, shows the gradual growth of these. 
The amount was, roughly, three times as large in 1900 as it was 
in 1844. I have not thought it necessary to tabulate the Govern¬ 
ment securities held by the Bank, which are at the present date 
of writing (November 26th, 1902) about ;^35,700,000, being :— 

Government Debt and other Securities in Issue /;£ii,oi5,ioo 
ftepartnient . ... I 7,159,900 

-18,175,000 

Government Securities in Banking Department . 17,512,457 

^ ;£ 35 , 687,457 

The “other” securities in the Issue Department are included 
in this statement, since these are Parliamentary securities, 
like the “ Governpent debt.” These have increased from 
.1^2,984,900 in 1844 tb 7^7,159,900 in 1902, the increase arising 
from the additional athoynt of note issue allowe^to the Bank 
on securities through 4 he contraction of the English country 
note circulation. This subject, the importence of which is 
segre^ff*"generalTy redbgnised, is referred^*-ln^ Chapter XXL, 
p. 217. Col. 20, Tabic 3, contains only*the “othSr” securities 
held 'h the Banking Departmenf. . tiftle is now known as to 
the details which|make ,up these securirie's, but the bills diar 
counted 1 ,)^ 4 he Bfnk ^nd the femporary advances are included 
among then?, ^/flire infwmatioh on these heads was given* 
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up to the year 1875. ‘ I have tabulated this infoanation in 
cols. c8, 30, and 33 of Table 3, p. 14. Col. 28 shoVs the 
amount of the “other” securities which would remain after 
deducting the bills discounted 'and the temporary advances 
from the total; and col. 29 gives the corresponding propor¬ 
tion for each ydir from 1844 to ^^ 75 - More than half the 
“other” securities thus appear always to have been of a 
fixed character during the periods over whicl^ our information 
extends. Col. 30 shows the annual average of bills discounted, 
and col. 33 the annual average of the temporary advances 
m^de by the Hank. The amount of bills discounUxl shown, 
in col. 30 'lias, at times, been large, and it has tluctuated 
greatly. • It will be seen that the largest amounts were in the ^ 
years when pressure on the money market v.’iLs tlic highest, 
as in 1846, 1847, 1857, i860. i86p 1865, 1866 . 'j'o facilitate 
examination into this jioint, aiul for convenience v f reference, the 
annual average of the minimum rate of discount In.s been given 
in col. 46, Table 3, p. 15. The rate charged at the Hank is com¬ 
pared with the market r.Ue in Tadile 4, p. 33. I'his subject is 
dealt with separately, as the statement of the market rate could 
not conveniently be lirought into the analysis o'f the accounts of 
the Hank. When tlie rate of interest has been qiilie low, as in 
1844, 1849, and 1850, the amount of bills disccimt'd was small. 

It will be seen from Table 4 that during these years the maTkct 
rate dropped distinctly below the Hank rate, and those who 
required discounts naturally obtaine(l_ the accommodation they 
needed elsewhere. In the hist two years for which the informa¬ 
tion can be given—1874 and 1875—the average amount was, 
close to ,^4,500,000.“ It would appear that this branch of the 
business of the Bank has not •Increased ih the same degree as 
the deposits I’ft.ve done. The statement in col. 32, p. 14, supports 
this impression. It shows the proportion which the bills dis- 
counteil lield to the'total of the other securities. Only in two 
years during tlg^-pdriod in which this point ban be etJSIfnilted 
into did the'bills dfeebunted amount to more than half of the 
total of the securities. The .proportion in the last yeart. for 
ivhich the information was given wa,s dess, than a quarter of 
the whole amiTuntiof .the secuHtiss held- jThis, subject will 
vbe dealt with further on, when the analysis of <he accounts 
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of the other great ban^s of Europe* is proceeded with in 
Chapters XV. p. 140, XVI. p. 154, XVII. p. 174, XYJI|. p. 181, 
and XX. p. 203.* Col. 33, p. 14, shows the annual average of 
temporary advances. These, *it appears, have fluctuated very 
considerably. It is difficult, without the aid of information-»on 
the part of the Bank, to form any distinct idea ofAvhat the amount 
may be now, but the probability is that it is now occasional!]^ far' 
larger than it wjts twenty-five years since. It is much to be 
regretted that the statement given in‘.the .table cannot be 
continued to the present time, and that information on this point 
and as to the amount of bills discounted is not supplied now. 
Thdse are the only items in the.account of the Bank in which 
any “fluidity” can e.xist. The remainder of tfie other securities 
held are belieimd to be ])rincipally debenture stocks of- the 
great railway companies of the country and stocks of the large 
munif ip,il corpoiations. Of “other” securities there were held, on 
November cOlh, 1902. in the Banking Department/■30,37cS,633. 
On average the amount is now from about 29 to 32 millions, 
the difference between one week and another arising, probably 
a good deal, from alterativMs in the temporary advances. 

Little is known as to the details, but the description given 
in Mr. Thomson Dankey’s book ('n The Principles of Banking, 
puolished 1867, may apply. Mr. Ilankey was Governor of 
the Bank some years since. He possessed great natural 
shrewdness and was a first-rate man of business. He criticises, 
in Tie Principles of Banking, the classes of securities which a 
banker should hold, and remarks that “a relative of mine, 
C. Poulett Thomson, many years since used to say to me 
that nothing was. easier to conduct than the business of 
a banker if he would^only leant the difference between o' mort¬ 
gage and a bill of exchaiige. This saying may «ppear“abSurd, 
but I believe it is full of wisdom.” Mr. Hankey applies this 
principle to nills of exchange; he means by’it to discrimiijate 
between those b*lls wEich ar ; based on cu^J^mt .transactions and 
naturally, as it is*said, “turn themselves into fnoney,” and 
thoee bills, such as the acceptance^ ^f* contractors and others, 
which, though tlifcy no.doubp will eventually be paid, may 
require fresh Icmn U) be tnacJe to continue them. The pfin- 
.ciple which Mr, Hankey applies !s the right principle to act on^ 
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when bills are offered'for discount., It would be interestir^ 
to learn* v^hat proportion of the securities held by the Bamk 
are now bills of exchange, short loans, of debenture and 
municipal stocks, “mortgages’* according to Mt*. Haqkey’s 
definition. 

■ These, thou^ admirable securities from an investor’s*point 
of ■^iew, are not those which are"usually heId ,,toi be suitable 
for bankers to place any large part of their money in. 

Average of Coin and Bullion. 

€ 

The yearly averages of the coin and bullion held in the Issue-’ 
Department-are given in col. 9, p. 11. A column with proportibnal 
figures. No. 10, follows, which gives the proportion of the coin and . 
bullion held to the amo®i!it in 1844. The fluctuations have been 
considerable, and the increase not so large as in the deposits and 
the reserve. The amount in several years—as in 1847 and 1848, 
during the years 1854 to 1857 inclusive, in 1861, and in 1863 to 
1865—v/as smaller than in 1844. It has not been till compara¬ 
tively recently, in 1876—and especially from the year 1894 on¬ 
wards—that any marked increase has taken place. The position 
of the Bank of England in respect to the gold bullion imported 
into this country is peculiar. The Act of 1844 declares in the 4th 
section that, after the date when that Act came into operation, 
“all Persons shall be entitled to demand from the Issue l 3 e- 
partment of the Bank of England Bank of England Notes in 
exchange for Gold Bullion at the Rate of Three Pounds 
Seventeen Shillings and Ninepence per Ounce of Standard 
Gold.”. Hence by far the greater part of the gold brought 
into the country makes its way automatically to the Bank, and 
the amount held there doubtleks represents at times rather the 
convenience Tii the importer than the requirements of the Bank. 

What happens when the Bank buys gold is usually this. A 
bullion dealer brirfgs bar gold. An advance is made^^on it, 
pending assay, by th^ Issue Department.' The'dealer’s account 
in the Drawing Office—he is sure to have ait account, thpugh it 
is not essential to the transaction—is credited with the amount, „ 
and notes to the same sum are transferCed fibm the Issue De¬ 
partment to thC! Banking > Departnfent. • Afhr the ^say ffie 
.exact value of the bar gold is” calculated at ( standard fineness,. 
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and the balance due to jhe dealer is dealt with in the same 
mannef as the original advance. In the Issue Depaftipent the 
gold hel<i||g,nd the notes issued are increased, in the Banking 
Depa|trnent the drawing accounts and the reserve are increased. 
Practically alf gold brought to the Bank in whatever form* is 
paid for by the Issue Department in notes, rhe Act of 1844 
places no Hn#‘^'n the issue of'notes against gold: in other wo*rds, 

* the Bank is empQwered by that Act to issue notes against gold 
at the rate of yyr. ^d. per ounce standard without any limitation. 
A further amount of specie, gold and silver coin, is held in the 
J 3 anking Department, besides the bullion in the Issue Dep%rt- 
merft. This, except in the years 1867 to 1869, and 1878 to 
^1881, never exceeded a million regularly till about the y«ar 
1885. For the; years 1893 to 1900 the amount on average h 4 s 
exceeded two millions. The specie thus held is included in the 
statement of the reserve, Table 3, col. 21, p. 13, being in that 
case added to the notes held by the Bank, col. 7, and also in 
the amount of the total bullion held, col. 41, p. 15, being in 
that case added to the coin in the Issue Department, col. 9, p. 11. 
The manner in which the accounts of the Bank are divided 
between the Issue Department and the Banking Department has 
lendered it necessary to make the statement in this form, in 
order to show' both what the amount of the reserve is, and the 
total amount of bullion and specie held. 

Col. .^3. p. J5, shows the proportion of the total specie and 
bullion to the total liabilities—that is, to the deposits and the 
Bank post bills. As a rule the specie and bullion are less in 
^unount than these, the proportion being from 65 pet cent, to 
81 per cent, in the years from 1895 to 190O. There were two 
years, 1844 and 185^^, in which the specie and bullion' held 
were larger in amounl; than the liabilities, being"^ UTe Jiro- 
portion of 103 and I©2 respectively. The figures for these 
two ye^ivre therefore printed in a thick type to call atten- 
tien tdtnis poin*t. Cbl. 44, 7. 15, sh«ws proportion of the 
total specie and bullion to the notes held by the public. The 
, proportion of the cover in metal to the notes in the hands of 
the public has rarlly for, the last twenty ye*ars been much less 
than 90 per cent. ^ There h&ve*been ceveral occasions TiTrecent 
years—in 1876,^1^9, 1880, and Trom 1893 to 1900—in which. 
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the specie and bullion' held have be,enc larger in amount than 
the not^s circulation. For these years also the figures have 
been printed in a thick type—as 104 for iSydr Col. 45 shows 
the proportion of the bullion to' the liabilities and the n9tes in 
the hands of the public united. This has been, on average, 
for many yearsWore than 40 per cent, of the amount of the 
'liaffilitics and notes held by the public. 

With respect to the “notes issued,” the proportions issued 
against securities and 'against bullion are shown in cols. 5 and 6, 
p. II. The average issue against bullion has increased of 
recent years., 


^Average Rate of Dhcowit. 

• The annual average minimum rate itf discount charged 
by the Bank is shown in col. 46, p. 15. This subject is dealt 
with more fully in Chaiitcrs V. and VJ. pp. g.S, 55, which dis¬ 
cuss the relations between the rate of discount ami the reserve 
of the jBank, also in Chapters X. and XI. pp. 95, to6, on the 
variations in the rate from 1844 to 1900, and some of the causes 
which influence it; and in Chapters XIX. and XX. pp. 190, 203, 
on the fluctuations in the rate charged by the Bank compared 
with other business fluctuations, with somt; remarks on the rate of 
discount of the Banks of England, France;, Germany, Holland, 
and Belgium, 

To illustrate the increasing divergence between the market * 
rate and the Bank rate. Table 4, p. 33, is given showing the 
annual average of the Bank rate and of the market rate for 
high-class bills for 1845-1900, and the differences between the 
two rates. Down 'to 1870 the market rate was occasionally 
abovd the Bank rate. Since that time, however, the market 
rate hac- k»''n constantly and, on average, increasingly below 
the Bank rate charged in London. At„its provincial branches 
the Bank works-aj; the ordinary local rate current. Indeed 
complaint^ are made that the Bank will at times discoiftil below 
the rate usual in those places—complaints which are not to be 
wondered at considerifigo the large amounts placed with the 
Bank of England by bankers,, who natura|ly object to com- ‘ 
petition'of thicidescription, cariiedion agair^it thegi with t^eir 
own money. 
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TABLE 4. 

Animal Ahrerages of Bank Rate and of Market Rate High-Class BiUsefos th% years 
1843-1900^ sbowins when the Maiket Rate was above or below the Bank Rate. 
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• 
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366 
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— 
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1847 
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192 
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— 
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75 
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0 13 7 
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93 
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75 

— 
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80 
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— 
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”7 

- • 

0 3 10 
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4 17 6 
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— 
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0 7 JO 
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1856 
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3 10 0 
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— 
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6 13 3 
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6 15 0 
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— 
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3 4 7 
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91 
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2 10 7 
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— 
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1863 
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— 

032 
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— 
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— 
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— 
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— 

0 8 II 
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154 
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0 IJ 7 
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The subject of the balances which tjae bankers keep with the 
Bank of England requires some further examination. The 
amounts of these cannot be carried later than the year 1877. 
as the publication* of the figures ceased with the close of 
that year. It is much to bfe desired that the publication of 
this ihlorfifiRion should be resumed. But meanwhile all that 
can be learned from the consideration of the manner in which 
these balances have accumulated must be obtained by the 
examination of What hac already been made public, ^his irill 
be /ound of service in enabling us to understand better what 
is the position of the reserves held by the banks of this country., 
•Some further remar^LS on this ‘point .will btf found^in the next 
chapter."* rh&e has never been any distincUarrangement made 
between the Bank of England a'nd thelbankers as to the 
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averages: of bankers* balances 


as- 


manner in^ which thesft balances should be dealt with. It 
might, ‘generally speaking, be said that they wer» held on 
the basis of the Ordinary arrangement between a banker and 
his cujtomer as to a credit account—that the balance should be 
withdrawable whenever required. ^ * 

The annual averages of the bankers’ balances for the perjod 
that they have been made public are given in col. 19 of Table 3, 
Ip. 13. For conve nience of reference they are repeated here. 

TABLS 5. ’• • 



1868 

1869 , 
!L«fo 
1871 

1873 

1874 

187* 

1877 


6,8oi,ooo 
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6,479,000 
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■ 67s 
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There were many occasions, principally betweeh i^S 7 ~ 77 < 
on v^hich* the balances of the London bankers with the Bank 
were fully as large as, and some on which they were distinctly 
larger than, the reserve of the Bank of England Thusi: 


On nth November,Vi857, the Bank of England reserve was . . 462,000 

* and the London bankers’ balances , . . 4 , 6 ^ 9,000 

On i6th May, 1866, the Bank of England reserve was . • 1,203,000 

and the London bankers’ balances^ . . 7 , 9 SO,OOOr' 

On 31st October, 1877, the Bank of England reserve was . . • 9,678,000 

' dnd the Londftn bankers’ balances . . 10 , 069,000 


The last statement shows in a very remarkable* way the 
rnanner in, which the balances of the London bankers •have 
continued to expand. October, 1877, was a very severe time 
of.pressure, and the amount of the bankers balances th€n 
shown was by no means the largest in the return of that 
year, but it still largely exceeded the amount attained during 
the panic of 1866. 

The details of the dates when the bankers’ balances ex¬ 
ceeded the reserve are as follows;— 


Number of Times when the Bankers’ Balances Exceeded the Reserve 
OF THE Bank of England in the Years between 1844 and 1877. 


1847 ... I 

1856 . • . . 2 

1857 ■ ... 7 

1858 ... 2 

1865 ... I 

1866 . . . 20 

1871 . . . 4 

1872 . • . . I 

1873 • ... 6 

1874 • . . 6 

1^5 • 9 

1877 . « . 2 


61 

4 

Divided into four groups of eight years each, the results 
ace as follows :-L * 

NUMBER OF Times whsij the Bankers’ Balances Exceeded the ReUrve 
• Of THfl Bank of EnglanA 


Years 18441153 • . • i 

f854-6i n 

1862-69 » ^ . 21 

•„ -1870-77, ^ 

61 

4 * 
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The reader should togipare this statement with the one 
showing the proportion borne by the bankers’ balances (to the re¬ 
serve, given in colS. 19, 20, and 25 of Table 3, p. 13, and the state¬ 
ments,on p.*35. It is clear that the tendency of the bankers’ 
balances to increase is entirely independent of y^rs of panic dr 
extraordinary pressure, and is the result merely of the natural ^ 
growth of the business. Though no absolute panic occurred 
during the years «870-7 7, there was grave anxiety at times, 
some of the causes of which ara mentioned or p. 25, and the 
balances pf the London bankers were more often larger than 
t|je reserve of the Bank of England during those eight years 
than*in any of the similar groups of years whichr preceded. 

These figures also mark very distinctly that the growth of 
the balances of. the London bankers increased, in the period 
during which they were published, progressively in a larger 
proportion than tlie reserve of the Bank of England. There is 
no doubt that they have continued to increase, and in a larger 
proportion, up to the present time. In an ordinary way‘people 
who read the weekly accounts of the Banl: of England, which 
appear in the newspapers every Friday morning, do not 
remember this point; it will therefore be advisable to show 
how large a part oi the deposits of the Bank consists of the 
balances of the London bankers. 

As an illustration, the account for the week ending Wed¬ 
nesday, December 26th, 1877, is shown on p. 38. It has been 
selected as the most receijf example which can be given of the 
proportion which the balances cf the London bankers bore to 
tile total deposits of the Bank up to the time when our know¬ 
ledge of this matter, ceases. The publication of the amounts 
of the London bankers^balances has not been continued since 
the end of December, i $>7. ~ * 

If the amounts held by bankers with the Sank, both in 
London ;<he provinces, were published ’ every week, "it 
.jKsald then be clear what the reserve really’ consisted'of; that 
is to say^ whether it'tonsisted of mohey ^^elo'hging to the Bank 
^of England itself, ^and kept to meet *the demands which may 
at any time be rftade'on it' dr whethei; it consisted of t]je* 
reserves of 'the other JjankS of the country, placed by them 
with the Bank of^nglanS for safe custody. If in the pub- - 
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lished accounts of the Bank the amcwnl of the balsihcef of the 
bankers were deducted from the ordinary deposits, anr a 
corresponding deduction made from the reserve, as in he 
form of account given below, it would becorjie* obvious at 
ohce that, on ^he 26th December, 1877—the latest sUitein :nt 
^ respecting which these details are available-rthe depo'sits of 
the public with the Bank of England, instead of being 20 
millions, were ii mijlions, that the reserve'available against' 
the ordinary as \iistifiguished from the banking portion of the 
liabilities was less than 3 millions instead of 1millions, and 
that the proportion of this reserve to the liabilities on deposits 
other than IhoSe derived from* the bankers, instead of being 57|- 
per cent, as the usual statement makes it, was only 23^ per ceafc 


Bank of England. Account for the Week Ending on Wednesday, the 
s6th Day of December, 1877. Arranged so as 10 Show the Proportion of 
the Reserve to the Liabilities after Deducting the Balances of the London 
Bankers from Both. 


Notes issued 


IS.SUE DEPART.MENT 
£ 

38.231.530 


38,231,530 


Government delit 
Other securities 
Gold coin and bullion . 


£ 

11,015,100 

3,984.900 

23.231.53 0 

38.231.530 


Proprietors’ capital 
Rest . ... 

Public deposits. 

Other deposits . 20,183,367 
Less bankers’ | 


BANKING DEPARTMENT. 
£ 


14,553.000 

3.073.356 

5.942,869 


balances 


8,695,000 


Seven day and other bills 


11,488,367 

306,077 

35.363,629 


Government securities 
Other securities 
Noie^ . . 11 , 433,545 

Less per contra 8,695,000 


Gold and silver coin 


£ 

13,383,176 

18,441,368 


2,738,545 

800,540 


35,363,629 


Proportion of reserve to liabilities, shown in ordinary form, 
57| per cent. ' , . *^>1^ 

Proportion of reserve to liabilities, after deducting banKBrs'' ■ 
balances from both, 23J per cent. 

It was mentioned ,^abov6 that the week’s account of the 
' Ban k of Ei^land selected h(?re as*^ an ilfustratioh is merely 
taken as being the most i-ecent in rf.ferCnce/to which this £om- 
‘ parison can be made, and not for any othq* reason. It would 
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have been easy to seledt ihe accounts of other weeks, in which 
the proportion borne by the London bankers’ balaiKes to the 
deposits gener; lly, and also the proportion of the London 
bank«rs’ bafaqc js to the reserve, would have been considerably 
larger than in the one chosen, and consequently the proportfon 
born^ by the leserve to the remainder of the liabilities wguld, 
have been far smaller. Oi* again, it would have been easy 
' * to have taken a- week’s account in which the whole reserve 
was insufficient to meet the d«mands which* might be made 
by the. London bankers alone. The account of a week 
tlAS been taken which is not an extreme instance in any 
way. If the ordinary liabilities of the Bank weJTe distinguished 
j(fom those incurred to its banking customers, attentiftn woold 
be more readily drawn to those occasions on which the bank 
reserve of the Bank of England was insufficient to meet the 
balances of the London bankers. 

But whether the accounts of the Bank of England are ever 
again publ'shed in such a manner as to show t'lese detaill or not, 
one thing is clear—that tiie balances kept by other bankers 
with it cannot really form part both of its own reserve and 
of the reserves of the other banks as well. If these amounts 
are employed for the one purpose, they cannot be available 
at ‘■he^same time for the other. These balances are the 
ultimate reserve of all the banks in the kingdom. There 
is no other country in the world, of which the banking system 
is known, in which tlw reserves of the banks are loaned 
out in the manner in which they arc in this country. This has 
i)een the case here ever since banking in the United Kingdom 
assumed its present Jorm. The practice has, thereforg, the 
plea of usage in its favpur, and the plea of usage is an extremely 
strong one; but it is not ^ne which should be followed implicitly 
when there are good relhsons for a change. It might be undesir¬ 
able to sgyf't’. at these balances should never be loaned out; fcut 
4 s clear that they ?orm that portion o,f tKe resourtes of the 
Bank r^hich should be employed with tlje utmost caution. 

„ ‘The balances of the London tanjeers with the Bank of 
England are included among Its other liabilities. In anotjiet- 
sense alsp, while jthese balances are practically, as previously 
jnentioned, of the jiature of “ til! money"—^as far as transactiony 
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between the banks who'own them are coAcerned—they form part, 
and by nQ .means an unimportant part, of the general banking 
reserve of the country. These balances are*the only reserve 
of ready money kept by the bankers of the United Kingdom 
beyond the an^Junt of cash in their tills. It is not meant, of 
course, by this to suggest the idea that they ar^ by any fneans 
the only resources which the baYikers of the country would 
have to fall back on in any time of pressure. The amounts' 
held at “ call,” and the amounts readily available in other forms, 
are very large—far larger than any of the figures now before 
us/or consideration. But, as far as actual hard “cash ” is con- • 
cerned, the* baiances at the -Bank of England are the only 
source from which an immediate supply of “ money ” can b^ 
obtained by the bankers of the country to meet any immediate 
need beyond what they themselves hold in their own vaults. 
It is not by any means the whole of these balances which are 
available to meet such an immediate need. The bankers have to 
bear in'mind that a “ working balance ” has always to be main¬ 
tained against the demands which may arise on account of the 
clearing (see p. 22, and Chapter IV. p. 44). And to include the 
amounts which these balances represent among the reserves 
of the Bank of England, and also among the banking reserves 
of the country at large, is really to reckon them twice oyer. In 
order to illustrate this for the period over which information 
on the subject is available, namely from 1844 to 1877, a state¬ 
ment has been drawn up showing the proportion which the 
reserve would have borne to the liabilities if the bankers’ 
balances had been deducted both from the reserve and tha 
liabili^ties, and als^ of the proportion, which the bankers’ 
balances bore to the reserve. These shoy/ the position in which 
the ' 5 anit~ 5 r England would have stood if the London bankers 
had held their* own balances in Bank di England notes, or in 
gold in their own safes. 

It has not been' possible, in the space to which this staKi** 
ment is of' necessity qpnfihed, to exhibit ‘what the effect of 
making up the accounts^of the Bank of Engl^pd in this maimer 
would have been oh every weekly fetu«riof tlte Bank'^from 1844 
to 1877 ; but The general effect is shown *in fols. 24 jind 25 of 
•Table 3, p. 13. Col. 24 contains the projlxirtion which the. 
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average artnual reserve of the Bank of England would have 
borne to the liabilities if the balances of the London bankers 
had been deducted from those liabilities and the same amount 
were deductbdalso from the reserve. Col. 25, p. 13, shows the 
proportion of the bankers’ balances to the reserve. The gradJal 
and progressive, diminution in the proportion of reserve kepj to, 
the liabilities in general has Been already noticed; but from the 
'•‘figures recorded‘in these columns we may see how much 
greater and more marked, especially in retfent years, that 
diminutian would have been, had the accounts of the Bank 
been made up in such a manner as to distinguish*the ordinary 
frorn the special banking liabilities. The avefagd reserve of 
4he Bank of England would, if the bankers’ balances "had ffot 
been included in it, have been on average in 1875 ^ 

cent, of the liabilities, and in 1866 but 3 per cent. (Table 3, 
cols. 24 and 25, p. 13). We may thus see clearly how largely 
the reserve of the Bank of England is composed of money 
which is really also the reserve of other banks, and retained 
against other liabilities than those which appear in this account 
—liabilities which, of banks in the United Kingdom alone, are 
many times larger than those of the Bank of England, and 
have increased very rapidly in recent years, having been 
estimated in 1844 as about 70 millions, in 1856 as 200 millions, 
in 1866 as 350 millions, in 1873 as 800 millions, in 1902 as 
about 1,000 millions. From a banking position, there is no 
doubt economy in makmg the Bank of England keep the 
reserve of the bankers, but it is equally certain that, from a 
general point of view, the doing this tends to place the stress 
of every pressure which occurs always on one point—a ppoint 
on which many and v^ied demands all concentrate—demands 
for domestic and foreigip needs, the requirements for harvest 
wages and autumn holiday-makers in England, of farmers in 
Scotland, •dSf’ Seglers^in Ireland, the reqflirements of great 
»Aaiions forming and increasing their gold* circulations, the 
demands for gold for export as well as fbr the internal cir- 
.culation of the cujmtry. JOf these* demands, those caused by 
the periodic fluctuations •of tlie* note circulation of the Scotch 
and* Irish* banks j,re •spey^lly linked through the provisions 
of the Bank Act^ of 1844-5 with the fluctuations of the- 



4 * 


BALANCES OF LONDON ‘BANKERS [ch, hi 

• A* 

reserve of the Bank.* This subjetf fequires a more^ special 
treatment, than can be accorded it here, and it is dealt with 
in Chapter XII., p. 112. The more general demands are 
referred to in Chapter XIV., p. 138, which, describes the 
“Autumnal Dfain” of specie from the Bank. Great un¬ 
steadiness in the value of money is the result. Several 
useful suggestions have from time to time been made on 
this matter, and by those whose opinions deserve careful- 
consideration. But the vis inertia which in this case would 
have to be overcome is a remarkably powerful force. It can 
opiy be hoped that those who feel the importance of^ tjje 
subject will keep it steadily before the public, till an arrange¬ 
ment is«agreed to better suited to the necessities of the cas£ 
fhath the present most inadequate method. I .am glad to see 
the matter referred to in the paper on the Short Loan Fund 
of the London Money Market, read before the Institute of 
Bankers by Mr. J. Herbert Tritton, on February 5th, 1902. 
Much discussion will no doubt have to take place before any¬ 
thing practical is done, but keeping the subject thus before the 
minds of business men will assist in arriving at a satisfactory 
result. It is to be hoped that we may not require the expe 
rience of another panic, with all its miseries and all its losses 
the extent of which none except those who have experiencec 
the real brunt of such a season of trial can appreciate, before : 
better arrangement is arrived at. 

Still it is best to place on record, some suggestions as t( 
what might be done. If our banks were to keep their owi 
reserves, and publish their accounts weekly or monthly, th 
reserves held woilld undoubtedly be much larger than the 
are now, and business would* be on a far more solid footing 
and mofe^ even in its tenor. Such an arrangement is hardl 
likely to be arrived at, and the plan would be open to som 
objections. The banking business of the cou?A*ykhas bee 
carried on so lon§ on the One Bank Reserve system that-.j 
great a change as ‘this, covlld not be lightly undertakqp. Bi 
if the committee of the Xil^earing I^ouse were to publish, th 
fiollective amounts'qf the bartkeVs balances with'^'the Ban 
weelcly, tcifSttier with.the statement o£ th^ Cleaning Heus 
Jleturns, this might be useYul. it the balances were sufi 

• • .4 
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marise^ in one total tlie* knowledge of the amount could be 
dangerous to no one, and would even diminish the risks to 
which we are exposed in any time of pressure. There is a 
great* dangdr'^t such times to our highly complicated banking 
system from alarm among the ill-informed and ignorant. Thfeir 
anxiety would-be soothed by a knowledge of the large^re-^ 
sources held by the banks; a*nd to those who have the conduct 
* of the business such information would^ be of signal service. 
A knowledge of the position of the shoals arid breakers to be 
avoided in his course, and of the position of the channel through 
•which he may steer his ship in safety, useful at all times to •the 
pilot, is essential among the additional perils of the "Storm. 
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Considerable information of a very interesting character as 
to the manner in which the balances of the London bankers 
with the Bank are regarded by the Bank directors, is given 
in some letters written by Lord Aldenham, then Mr. H. H. 
Gibbs, a well-known director of the Bank of England, pub¬ 
lished in an appendix to a book written by the late Professor 
Bonamy Price.* These letters form part of an animated 
and interesting correspondence between Lord Aldenham and 
Professor B. Price, on the Bank rate, the influx and efflux 
of gold, the “ regulation of the currency,” and other kindred sub-« 
jects. ^ It is not nefessary to enter into the consideration of all 
these questions at the present time; we will content ourselves 
with'^anTining mainly two points w1kc6 are discussed in the 
letters, namely, the manner in which the Bank of England views 
the^bankers’ balances kept with it, and the propOftieo of these 
sums whioh they ebnside^ they may make use of in the ordinal jp 
way of business. The opinions of any direetbr of the Bq,nk, and 
especially of a past-governor of sucH experi^pce and standing 

^ Qiflpttrs on Practical 'Political Economy. ^ By Bonamy Price, Professor of 
Political Economy in the University of Oxford. ^ond6n: (T. Kegan Ptul and Co., 
t378. ■' ' 
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as Lord Aldenham, jftre^very vsduabfe, and no'apology is 
needecT for quoting from a book which is open to ihe whole 
world to read. *The correspondence at the point alluded to 
tums»first oil, the question whether the custody of such large 
sums as the bankers keep on their accounts at the Bank‘of 
England may pot cause some difficulty or .even danger^ to^ 
the Bank. Lord Aldenham in referring to this, and to the 
fact that the bankers’ account is really an extremely easy one 
to arrange for, commences by»remarking that “next to the 
Governipent account, the account of the collective bankers is 
tji^most certain and the most intelligible. . . . .We know of 
the bankers, better than of any account in otir books, what 
is the minimum, balance wherewith they can live. They must 
have X on their account (a quantity unknown to all but ‘us), 
and x-y therefore—never appears. But if x-vy is seen, then 
we know that y must remain untouched and uninvested ; must, 
in fact, form an addition to our reserve; x is ours for profit 
if we like to use it, but y is ours only for safe custody. * Where 
is the d'vnger? On the other hand, the possession of that 
account is of the greatest importance to us, as affording the 
most perfect and accurate measure of how far the public can 
at all act independently of us.” The italics are in the book 
quoted from. 

In a later letter Lord Aldenham explains “ that up to a certain 
point (.v),” the normal balance of the bankers, was perfectly 
intelligible to the Bankr.-; “(7), their abnormal balance, is an 
element of doubt.” These remarks made by Lord Aldenham 
.appear to confirm the advisability of the step which has been 
recommended above,^ namely, that the baffkers should .jiecide 
that everything whicH they keep* in hand beyond their working 
balances should not be •placed to the credit of their clearing 
accounts with the Bafik, but should be retained weekly under 
a separate heading, and not appear in the statements of .the 
■Bank. Such a separation would mark put'at once*what was 
really ‘‘reserve,” afid what was only nopinally “reserve.” The 
bankers’ balancejjup to tlje poinl* which Lord Aldenham speaks 
of, and which may approximately be esymated from the out¬ 
side, are, really npt neserv^s to them at all; they are merely 
.“till money” on^ scale commensurate with their operations, 
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relatively, that is, to tte demands which may be made on them 
at ar^y moment in settling the clearing balances. Thil would 
be seen immediately if business in the qity wef^ conducted now 
as it used to be up to the date when the clearing damand?^ were 
stjlJ settled by,the payment of the actual notes, not by means 
of a cheque drawn on the Bank of England.^ No one»could 
call the sums held in bank notes in the safe, or the drawer near 
the counter, for that purpose, a “reserve.” . The notes were* • 
merely “till mpney,”' and “t,ill money” the amounts which 
represent them still remain, though for their own convenience 
the banks have advanced a step beyond their primitive practi^ 
and have qgreed to divest themselves of the actual custody 
of the motes, arrd to keep the money itself in Threadneedle 
Stseet. It is impossible to call the sums thus hqld by the Bank, 
which represent cash merely held to meet immediate claims on 
the bankers, a reserve. Nor is anything beyond these sums, 
the clearing balances as they may be described, of much use to 
the Bank of England. The bankers have frequently large 
sums on their accounts beyond what they require for settling 
the daily clearing demands. These sums, and they are often 
very large, are a real reserve to them. But in consequence 
of uncertainty as to the length of time this money may remain 
with the Bank, it is to be supposed that the directors do not 
feel justified in employing the part of the sum which 'exceeds 
the “ minimum balance ” in the same manner as they do the 
part which they know must remain fij.ed. This amount. Lord 
Aldenham says, and truly, with a most proper feeling of the 
line of action the Bank should always take, “is ours only for 
safe custody.” N#w if there is an axiom to be observed in 
bankftig, it is that things should always' be regarded as they 
really^re. To have a balance in youi;, Kands which you cannot 
use is a hindrance to business, and not a help. The bankers’ 
balances in 1876' fljJctuated nearly ten millions« 4 aetjveen their 
lowest anti their highest point, and as the* lowest may be takea,- 
as approximating to Ihe necessary amount which has always 
to be maintained, it is deaf that a very serious responsibility, , 
without any corresportdfng advantage, pjust nave been imposed 
on‘the Bank. To,.have placed" these sums under <a^ separate 
heading would, by Lord Aldfinham’s* own showing, have been^ 



CH. iv) RATE OF DISCOUNT AND PROTECTION OF RESERVE 47 

no detriment to the BanK, while the doing so would have tended 
to the increase of that comparatively small amount of,,“unused 
money,” the smallness of which is so constant and so real 
a danger to‘Business in this country. 

After all, the point perhaps of most importance in tlfe 
decision of the Bank directors on the subject of. their discounts, ^ 
which is dealt with in the'next chapter, is how far their 
present intention of governing their dealings in the matter of 
discounting by the strict rules of supply and demand can 
be reconijiled with their old practice of protecting the reserve 
when needful, irrespective of the rate of interest oiling in the 
market. The two things seem hardly capable of being recon¬ 
ciled with each other. The market rate for'“money" nmy^ 
be very low, aod yet a demand for bullion for export may 
set in which may require that the rate should be raised. In 
circumstances like these—and they may occur any day—which 
course are the directors to follow? It cannot be doubted 
that the Bank will be faithful to its old traditions and protect 
the reserve. But considering the vast sums continually float¬ 
ing in the outside market, and the sudden and large demand 
which may arise at any time out of exchange operations, the 
Bank might in all lairness call on those who have so large a 
share in regulating the outside market to co-operate with it in 
providing a proper reserve to meet the demands which these 
operations are at limes certain to entail. One thing is clear, 
that the fixing the rate s>f discount, and the custody of the 
reserve which is influenced by that rate, should be in the same 
}\pnds; and if the rate fixed by the other banks influences the 
market more than it used to do, as appears to "be the case,—then 
the responsibility of pfoviding ah adequate reserve should be 
shared between them and*the Bank of England. 
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The directors of the Bank made, in February, 1878, a change in 
their mode of business with respect to discounts, by announcing 
that they would no longer feel bound to adhere to the rule of 
maintaining a fixed minimum rate as closely as they bad done. 
This has had in some ways a consid(jrable effect both on their 
own transactions and on the money market at large, and is not 
unlikely to have more in the future. 

To investigate-the reason for this change it is needful to go 
bacW some years, and to trace the prastice of the Bank with 
regard to discounts from the year i 844 - The most authentic 
record of the "history of this is to be found in the reports and 
evidence given* before Parliamentary Comguttees, as the 
Opinions, of those who appeared before “lho.s^ Committees a.t;e 
preserved there in, their own words. 4 

Thus the Report of the Committee of the House of I^ords 
^on Commercial EfisCreSs, Session 184^-8, l6ntains^.a historicaf 
statement of great value; on rfiesa questions. Tlje report of 
the corresponding Committete of thB HouSfe of Commons, also 
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dated in 1848, was refefred to in the owning chapter of this 
volume* In some respects the^^ort of the Housq ^)f Lords 
is the more wei^ty documen^rlt was deemed of so much 
importance tl^t it was reprinted in 1857. From it may be 
learned that for more than a century, down to the*year 1839, the 
Bank rate never^exceeded 5, nor fell below 4 p^ cent. During 
the pressure of 1839 the rate was raised for some months to 
6 per cent, but it»was reduced to 5 per cent in January, 1840, 
and remained at 4 or 5 per cent„as beforfe, till ^after the Bank 
Act was passed. At that date the market value of money was, 
aod had been for some time previous, considerably below ,i^he 
Bank rate, so much so, in fact, that the Bank was entirely “out 
of the market” According to the evidence of Mr. 

Prescott, the deputy-governor of the Bank at the time, thfc' • 
Bank did not then hold “above two or three hundred thousand 
pounds of discounts in London, the market rate being at that 
time not above if to 2 per cent.” The actual sum is mentioned 
as being 13,000 in August, 1844, when the Bank rarte was 
reduced to 2^ per cent. 

This was the date ut which the “new system of dis¬ 
counting,” as Mr. Prescott termed it in his evidence, was 
adopted by the Bank. The novelty of the system consisted 
in the fact that the Bank commenced from the autumn of 
1844 to adapt its own rate to the market rate, and with such 
effect that the governor of the Bank, Mr. James Morris, in 
giving evidence on the ^ame occasion as Mr. Prescott, con¬ 
sidered that by 1848 the Bank held half the discounts then 
ip the market. “ I consider,” were Mr. Morris’s words, “that 
in London the discounts by other parties, uhe great discount 
brokers and bankers, biust be equal to the amount which the 
Bank holds under discount.” And, in answer to andlher 
question, Mr. Morris added, “ I think that the discount brokers 
and other parties afford altogether to the public an amoipit 
jaf, discount equarto fhat afforded by the Bank, except.in times 
of extreipe pre.isure“” 

, These obse-val^ons macje by tke, governor and the deputy- 
governor of the Bank i-"/i 848’show v^af the position of the; 
Bank of England was towards* the outside, market some tilty 
years ago. They^are supplemented and supported by th^ 
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remarks mi^e by UrT Samuel |mts Lioyd (aftemards Lord 
Ovecstone) at the same date, ]i^hen examined before th^ “Com> 
mittee on Commercial Disti^r’ of the Hobse of Commons. 
Mr. Lloyd’s evidence was to the effect that th^Bank l»a,d at 
tkit time become more of a competitor in discount business 
than formerly, owing to the fact that it made its own rale a.n- 
' form to the fluctuations in the market rate more closely than 
it used to do. “The Bank rate,” Mr. Llo^ said, “formerijfc 
was 4 or 5 percent.,' if the market rate of interest was below 
4 per cent., the Bank ceased to discount till it got up again 
to that point. But in point of fact, latterly the discoum 
department has become a .very active department of the 
B^nk.” . Mr. Lloyd’s evidence thus confirms the statement 

Viiich Mr. Morris had made. 

This describes the position of matters in 1848. No great 
alteration had occurred in it for nine or ten years, when the 
Select Committees of the House of Commons of i°57 and 
1858 collected further evidence on the working of the bank 
Acts. Mr. David Barclay Chapman was examined before the 
Committee of 1857; by his evidence it appears that the rate 
charged by the Bank of England in 1857 was not, as it is at 
present, almost invariably above the outside rate, but that it 
worked more nearly in unison with it, being sometimes a little 
above and sometimes a little below the market rate. When 
the Bank rate was very low the market rate was a little lower, 
and when the Bank rate was very high the market rate was 
a little higher. The evidence of Sir David Salomons before 
the Committee of 1858 was to the same effect as that of My. 
Chapman, and s’nowed that the Bank rate conformed fairly 
closdy to the market rate afthat period. The question asked 
bvhvir. Hankey and answered by Sir D. ’Salomons on the subject 
was as follows“ Do you believe that the Bank of England 
has generally led or followed the current rafe-of interest in 
the London market ?-v.I think they sometimes have led and 
sometimes'have followed; generally they are supposed to 
follow but I think that.sometimes they have led (il 99 L 
In 1857, however, the first stgirs oT.diver'gence "between the 
. Vank rate and the market fate appear to have occurred. 
jSir D. Salomons stated that in Dfecembet, 1857, the London 
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and Westminster Bank Had* deviated from'» the principle df 
working in accpidance with the Bank. His woieds ❖ere: 
“We at that time altered ohr system. We do not now 
follow^ so cldsiely the Bank rate; we have, as far as we ^n, 
broken from it, adopting what may be calle(f an expedieftt 
rate, hot following the Bank rate so closely* as hitherto we . 
have done" (1145). (Evidence before Select Committee of 
House of Commons on the Bank Acts, _ 1858.) 

These statements of Sir Da/id Salomons 'Show the direc¬ 
tion in which matters were tending in his time. The facts 
are shown in Table 4, p. 33- Gradually it became a question 
whether the publication of a fixed rate by^ thd Bank of 
England had not become as much an anachronisifi ^ 

permanently fixed rate was in the year 1844. When a fixed 
rate was published by the Bank, people could tell at once 
whether they could get their business done cheaper elsewhere, 
and in tliis period of sharp competition, such knowledge is 
enough of itself to deter them from coming to a bank, the 
rate of which they know already. The Bank lost that power 
of delicate adjustment of its position to the precise needs of 
the moment, which is essential to the maintenance of business. 

It cannot, as it were, feel the pulse of its customers as closely 
as if it.*-^ rate were noi advertised ; it cannot follow so well 
the distii^ions made between one class of paper and another 
as it could—did a hard and fast rule not exist. 

When, in February, *.878, the Bank announced, as men¬ 
tioned above, that it would no longer feel bound to discount 
at the published minim*'m rate, it made a further and perhaps 
more important alteration by letting it be known that it vajuld 
make advances to the bill-brokers when desired, revertin§^in 
this to its practice before March, 1858. 

This was extremely* convenient for the bilj-brokers, and is 
understood to fiaye l^een used more frequently and for larger 
aums since the hjrther change of the Bank’s practiceHn 1890. 
Previous lo Tul/, 1890, the Bank made advances to bill-brokers 
and 'discount comp^inies w bills, Bilt v^pqld^ not discount the 
bills outright. In i890*?He Baqk announced that the brokei;?,* 
etc., ^ould ne allowed to ojfer for jdisCotmt at not less than the 
published rate, bills not having more than fifteen days to run.* 
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The currency of the bills has since*^been extended *by^ degrees 
to si&ty days. When a banker requires a brpker to repay him 
his “ Call-Money ” the only source from which the broker can 
obtain the requisite supply is from the Bank of l^Agland.* The 
broker cannot'^expect to be able to obtain the sum in the open 
. market, as all arrailable resources there are, as,a rule, eml^loyed 
up to the hilt. He therefore gbes to the Bank of England, 
pledges what are virtually the banker’s own* bills, and thus is 
enabled to repay the bankei*. These bills may have but a 
very few days to run, but the broker cannot wait till they 
have matured. The banker must have his money, and^J:he 
broker miist find it. The broker has no reserve of unem- 
^^yed'money. He cannot afford to keep a reserve, as he 
mlows interest at a higher rate than the banker does on 
all his deposits. Hence a demand for a comparatively small 
sum makes a stir, disproportionally large, in the money 
market. 

This arrangement is not favourable to the quiet working of 
the money market. If the custom generally followed on the 
Continent prevailed in this country, and bankers laid them¬ 
selves out to discount freely for their customers, feeling at 
liberty to re-discount these bills whenever needed with the 
Bank of England, all the work of intermediaries would be 
saved, and business would be on a sounder foundation. It is 
the custom of banks in foreign centres, as at Berlin, to re 
discount thus habitually. The arrangement is a good one ir 
many ways; it helps the central bank to keep in touch witl 
the smaller business houses which surround it, and it enables 
those houses to carry on their business with perfect smoothness. 
The smaller banks in foreign business ^centres re-discount as a 
matter of course with the central bahk, which is thus supplied 
with a large mass of perfectly dependable and rapidly maturing 
paper; but in Loudon if it were known thqt'S bank, even of 
the highest standing, habitually re-discounted with the Bank of 
England, it would at once be held to bd “ in extremis.” In 
times of panic and^ peril' silch things, of (."ourse, have to be 
‘ done, but in the ordinary way o*f bt^ness no London banker 
ever dreams of' such b. thing. The result is^ .that 'while 
' some London bankers discount, and to large sums for their 
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customers, .others do nit do so, and tHte customers, many of 
very hi^ standing, go to the bill-brokers. , , 

There ar^.several causes which have led to this. In the first 
place the hab\of a banker’s discounting for his customers has 
been to a certain extent discontinued, if not dropped, while sidf 
by side with this the bill-broker has stepped in and found his 
opportunity. He can be depended on with certainty, while tfie 
teply of the customer’s banker may be that he is “not dis¬ 
counting to-day.” People do not like being met with this kind 
of answer from their bankers. They are far more independent 
than they were some twenty or thirty years since. ^They know 
that the brokers are always ready to discount, and, will quote 
them the exact market price. The banker inay”not,alw^s 
follow this as clqsely as the broker. A very fractional difference* 
nowadays is sufficient to send a man from his banker to the 
broker. The broker discounts the bills with money which 
belongs to the banker, who afterwards very probably receives 
the paper as “ security bills ” from the broker. • 

The London bankers have, to a great extent, built up the 
business of the bill-brokc.i's by the course which they have 
taken of entrusting large sums to their care. The bankers 
have spared themselves some considerable labour by this, and 
though they have made a smaller profit from their transactions, 
they hat?e gained by the being able to devote a closer attention 
to their business generally. There are also, it mus* be remem¬ 
bered, the banks outside ^he business centre of the City, who 
hold large sums of money without possessing such means of 
employing them as the City banker does. Their requirements 
have also to be considered. The present division of the work 
of our money market between baflkers and bill-brokers appears 
likely to continue. WhiPc «>n the one hand there is an increasing 
tendency towards the sxclusion of intermediarifis in business, 
there is on the .ther a tendency almost equally strong towards 
specialisation. The'"bil’-broker devotgs his‘whole fjme and 
thought towards his subject; he knows^not,only the character 
and standing of the houses whose, aprfeptances he is willing to 
take admirably wel\ buJ*^ becomes abfe to‘prognosticate veiqr 
closaly and with gre^ sh^wdhess the_ futyre position of i3ie 
money market, arlQ arraflges hiS dealings accordingly. 
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keeps his eye fixed rfot only on tbe j)osition of affairs in this 
coui$ty, but on that in other countries as well. A knowledge 
of the course of the foreign exchanges is a grea^assistance to 
success in the business. But the practice of th|fiill-broker to 
work without., a reserve necessarily tends to focus any large 
demand for money immediately on the Bank of Englandi 

The description of their business given by Mr. Samuel 
Gurney before the Committee,,..of the House of Lords ojj ' 
Commercial Distress, Scssioi) 1847-8, and the Committee of 
the House of Commons also on Commercial Distress, 1848, 
and by Mr. David Barclay Chapman before the Committee pf 
the Hous^ of. Commons on the Bank Acts, 1857, shows ^ow 
different this was from the business of the bill-broker at the 
' present time. Both Mr. Gurney and Mr. „ Chapman were 
partners in the house of Overend and Gurney at the time of 
its highest prosperity. The great development of the business 
of bill-brhking, money dealing, as it more properly should be 
called,f has taken place since that time. 

Meanwhile, the competition for bills in the discount market 
is beyond question extremely sharp at the present day. There 
are several large joint stock companies formed for the purpose 
of carrying on this class of business, and the number of private 
firms engaged in it seems also to grow. Various circumstances 
—the increasing supply of money, the power of dealing by 
means of telegraphic transfers, and other business arrange¬ 
ments—have all tended to limit the, supply of bills, which is 
distinctly smaller now in proportion to the supply of money 
than it was thirty or forty years since, whilst the competition 
for those bills wlrich are in the market is closer than ever. 



CHAPTER VI 


THE PUBLISHED RATE OF DISCOUNT OF THE BANK OF 
ENGLAND AND THE RESER''^’^ 


. PAGE 

rUe Published Kale of Hank not so clear 
a guide to Market Rate as formerly 55 - 5 <> 
/alue of opinion of Bank Directors on 
fixing Rate • ■ • 57 

Jonstitutioii of Governing Body of Bank 
of England . • • 

Mr. Bagehot’s remarks thereon . . 5 ** 

Continuity in management needed . . 5 *^ 

Bank should olircrve a settled jiolicy • 5 ^ 

Constitution of Governing Body of B.i-d. 
discussed in the Report of the Select 
Committee of the House of Lords on 
Commercial Distress, 184; -8 . 5S-60 


PAGE 

“Want of Permanence and ofTonsist*' ^ 
ency” in System of Government of ’ 
Bank commented on in that Report . 60 
Need of Authoritative Rate . • 61 

loint Committee representing Bank and 

‘ 1 _ .l T>_flV Tfltf* . 01 


Competition for Deposits by Banks un¬ 
desirable . • # . • 

Unduly High Rate of Interest on Deposits 
cause of danger 

p'ixing the Rate and keeping the Reserve 
should go together 

Practice of the Associated Banks of New 
York of publishing weekly average of 
reserves . ... 


As meiftioned in the last chapter, the Bank of England an¬ 
nounced in February, 1878, that it would, when occasion 
required, discount for tl^se of its customers who transacted 
business exclusively with it, at a rate lower than that advertised 
as the official rate. One result of this has been that the Bank 
r*ate is less a real guide to the value of m<»ey than it uied 
to be, since it is im’possible to* say how far the published 
rate is being adhered tb.« Events had been gradually drifting 
in this direction for some time past. The outer* market, which 
is compelled tc^regtilate its actions by the stfict law of supply 
and demand, has cTlhstantlv recognised ^thi? fact. Jhus, in 
November, 1877, the metropolitan joiiy stock banks formally 
ackpowledged that^they could no’t.rqptain bound by the old rule 
of allowing interest on^|^osits.at “one Bbldw Bank rate, anfj 
undertook ifor the time an kidefiendeBt course of action. If is 
only neeciful to loc^ in th% moneV articles of the daily papeis 



to see what occurs wHen the Bank «of‘England alters its mte. 
This.is stiy redded by the other banks as a sign that a* change 
> should be made, though not so closely as in former jears. Thus, 
on June 6th, 1901, the Bank lowered its rate froiy4 per cent to 
per cent., and the joint stock banks dropped their deposit 
rate to 2 percent On June 13th the Bank reduced ite rate 
' from 3^ per cent to 3 per cent, and the joint stock banks 
reduced theirs to per cent. < , 

But such a proof as the one just mentioned of the inability 
of the outside market to accept the Bank rate as an index to 
. the_^ real value of money, important as it was as a sign qf 
the gradual breaking up of, the traditional rule which had 
governed-tllF^nglish money market generally for years, is of 
• Yar smaller importance than an official recognitipn by the Bank 
directors that the Bank itself can no longer be bound by its own 
rate. This, or nothing at all, is the outcome of the recent 
alteration in the practice of the Bank, and since it cannot be 
supposed that the Bank announced the alteration, and had to 
meet the objections which were certain to be made to it, without 
intending to abide by its decision, and to act upon it, the con¬ 
clusion appears to be that the Bank rate by itself is distinctly 
less a guide to the value of money than it used to be. 

The system which has thus almost come to an end 
commenced in the year 1844. Up to that date the Bank 
rate had been almost always a fixed rate, which for more 
than a century was never raised aboye 5 per cent., or allowed 
to drop below 4, irrespective of the market rate of the period. 
In 1839, a 6 per cent, rate was charged for some little 
time, but with «ihat exception what may be regarded as 
the original state of matter's continued till 1844, when the 
establishment of the principle of a rr.tfc to fluctuate according 
to the wants of the market was as great an innovation as 
the decision of tlv; Bank in 1878. AncLui^prestige, actual 
pre-eminence of capita), the fact that tney^are the bankers 
of the Government ai^d the issuers of the only description of 
notes which are legal tender throughout England and Wal^s— 
^11 these circumstances enabled th^^B^nk to take a position 
< which gave its annouiicement ^s to a rgite of interest a ^reat 
}f not a preponderating weight The BaAk of England told 
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al] ^|he monetary world wMat it would dhai^ for money, an 
all Ae monetary world in degree followed it : Sometimes i 
has happened that the directors have not been right in thei 
decisions, ano^have lowered the rate when they should hav 
advanced it, or advanced it or lowered it when they ough 
to have remained where they were. Sometimes they hav 
worried the market by needless alterations, "thus there wer 
jp the year 187^ no fewer than twenty-four changes in thi 
Bank rate, that is to say, twenty-four changes in twelve months 
It is difficult to imagine what events can possibly have occurre( 
tp justify an alteration in the price of money once a fortnigh 
during a whole year. Since 1890, however, there Jhave nevei 
been more than twelve changes in the twelveffiofivi^-. Again 
what may be cajled an experimental rate once occurred, as ir 
1871, when 2^ per cent, was charged for four weeks, the only 
time when a “quarter” rale has been officially announced.’* 
Putting, however, these occasions aside, the decision of the 
directors of the Bank as to the value of money generally*carries 
great weight with it. In a market so delicately balanced as 
ours, in which the causes of change are so numerous and often 
so unexpected, even the best informed must occasionally err. 
But the directors, as a body, are men of high standing and of 
much experience, acting with a strong sense of the responsi¬ 
bility of their position, and with considerable opportunities of 
observing what the demand for money is likely to be. The 
fixing the rate is indeed one of the portions of the work of 
carrying on the business of the Bank which such a body of men 
as the Bank directors are likely to do best. A committee of 
men with great and varied commercial expeiiences, fluctuating 
but slightly from year to year, wUh a head appointed for two 
years—which is, broadly speaking, the constitution of the BSnk 
court—is very well constituted to judge of the \falue of money 
from day to is not so well constituted to meet the 

greater difficulties virnich hanking has nowadays to, contend 
with, and which appear to require that, a permanent governor 
shou ld be appointed to maintain'a iji^ire complete control over 

* 'Hiese tjpir.ts are also dealtin Chapter X., p.*?5, which contains TablevJ, 
pp. 98, 99, showing the chants in^the Rate^of Oiscount t;harged by the Bank of 
England and the number of days at each Rate. 
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the business of the Bank than cai! be done by any body! of 
directors, however able and well selected. * ' 

The constitution of the governing body of Jthe Bank of 
England is a subject which has been frequently discussed, and 
it( seems impossible to speak on this subject at all without 
saying something about it. The remarks on it^by Mr. Bagehot 
' in his well-known work, Lombard-Street, are well known. His 
opinion was that the appointment of a permanent deputy> 
governor “wouM givfe to the (decision of the Bank that fore¬ 
sight, that quickness, and that consistency in whjch those 
’ deg'sions are undeniably now deficient,” and, it should hp 
added, wovld ‘secure the continuity in the management which 
is ^0 ni«dl"needed. Much must necessarily be left to the 
"individual authority of the governor, who is usually a cautious 
man, with a well-trained business mind ; but—as an example it 
is a most dangerous thing that one governor of the Bank should 
be able to' say that he will, in time of pressure, make advances 
on Cotisols, and that another should, under similar circum¬ 
stances, be at liberty to decline to do so. A settled sound 
policy, firmly carried out, is needed, and this should be secured. 

Mr. Bagehot’s remarks appeared some thirty years since. 
Few persons, however, remember that the subject was under the 
consideration of the Select Committee of the House of Lords 
appointed to consider the Commercial Distress wKich cul¬ 
minated in the panic of 1847. The report of that Committee, 
published in 1848, reprinted in i857(' is a singularly able and 
well-reasoned document. The Bank Act of 1844, a new and 
comparatively untried measure in 1848, came naturally under 
discussion. Thtf question whether any remedial metisures to 
meet the serious evils which" followed the crisis of 1847 were 
polkible was considered by the Committee. I need not 
apologise for quoting from their remarks, keeping the formal 
arrangement of capital letters in the docuflifei’^- which looks so 
strange to moderii eyes. They entered oh" this branch of their 
subject with a recognition of “the Duty and Obligation of 
maintaining at all Timet the practical Convertibility ofr the 
Bank Note.” They considered this'yv> first and most essential 
ofiject to be kept constantly in" view. The practicaj^ questions 
which arose were, “ Whether* this great Beifefit is attained with 
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Geetainty?. Whether Jt !s attained proper ileaiffl, 'and 
whether the restrictions of the Act of 1844 ^ nqt attend^ 
with grievotjs and unnecessary Evils of a collateral Kind, 
That* many the provisions of that Act were judicious was 

readily accepted by the Committee, but the attempt “ to enforae 
by Law, under all Circumstances, one fixed and inflexible Rule ^ 
for the Management of a national Bank of Issue, seems incon¬ 
sistent with the best written Authorities, with the general 
Principles of Economic Science, as well as with the Testimony 
of many Witnesses of Practical Knowledge and Experience. 

. . . “ It is difficult, in the Judgment of the Committee^ t^ 
appeal to more demonstrative Evjdence on this Subject than is 
to be fodrid in the Treasury Letter of the 25th ■Oct(Acji[i 8^7]. 
That Letter wa^ a practical Repeal by an Act of Authority of 
the restrictive Clauses of the Act. It appears impossible at 
once to defend the restrictive Provisions of this Act, and to 
justify the Letter, which in this respect abrogated, or at least 
suspended, those very restrictive Provisions. The Committee 
consider that those Restrictions materially aggravated the 
Pressure and produced th<' Panic of October, 1847. But even 
if those Restrictions were originally defensible when enacted, 
their Hold on Opinion, as well as their Authority in Practice, 
had been materially impaired by the Letter by which they were 
superseded—by its acknowledged Necessity and by its un¬ 
deniable Success. The Precedent is established, and its Appli¬ 
cation will inevitably be, called for on other occasions. The 
report continues, “To leave these Cases, when they do arise, 
to be dealt with by the irregular Exercise of the mere Authority 
of the Crown and its Advisers, setting asides . . the ej^ress 
provisions of a distinct Statute,* appears wholly inconsistent 
with that Fixity and Ovder which it is, or ought to be, ^e 
Object of all Law to secure. " Two suggestions were “made 
to the Committ'fev., the one an absolute Repeal of the Act,of 
1844, the other aTbntinuance of the,Act, accompanied by a 
Power of Relaxation.” As the Comipittae were of opinion 
thaj^many of the provisions of the .Act were judicious, it was 
the second proposition vdj^h they advocated. They discussed 
the plans which had bpenSuggfested by.whifh such a relaxing 
power mfght be eftercised. TheSe resolved themselves pracr 
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tically into three, “a legalised Authority vested in the Govi rn- 
ment; in {he Government and in the Bank conjointly; oi in 
the Bank of England alone. . . The “ third proposal (wl ich 
in the Judgment of the Committee is preferable fa either of ihe 
tjvo first), namely, vesting this Discretion in the Bank of 
England, cannot be disposed of without giving some»Con- 
' sideration to the Constitution of.the Bank of England. The 
Objections which have been often urged against the Banl^ 
more especially, if eiftrusted yith a Discretion like that now 
under Consideration, are a Want of Permanence and of Con- 
'jsistpncy derived from its System of periodical Elections qf 
Governors,and Deputy-Govqrnors—the evil Consequences of 
fillijng tbeSfe' high and important Offices as well as the'Appoint- 
*ments to the Committee of Treasury, by a nic.-e Rotation of 
Seniority—^and the intimate Connection subsisting between the 
Directors and the Commercial World of London, which may 
cast on them a Degree of Pressure difficult at Times to be 
resisted. It appears further to be apparent from the evidence 
that the immediate pecuniary Interest of the Proprietors as a 
Trading Company may at Times supersede or control larger 
and higher Considerations. This ought not to be . . . No 
narrow Views of the mere pecuniary Interests of its Proprietory 
should exclusively control its Action.” 

These remarks, made by a Committee of the House of 
Lords now more than half a century since, show for what 
length of time the subject of the con'-titution of the governing 
body of the Bank has been under consideration. The same 
points which required attention in 1848, the want of per- ' 
manence and coAsistency in the management, the danger that 
the immediate pecuniary intei*ests of the proprietors as a trading 
co’h'ipany might supersede larger and higher considerations were 
felt as strongly immediately after the passing of the Act of 1844 
as they could be . now. No personal d^Tfe.n, of course, is 
intended in these remarks; they apply nat&rally to the circum¬ 
stances under which the management of the Bank is carried on. 
The length of time • thdx, has elapsed doubtless shows J}OW 
difficult it is to Arrive at any satiV^®tory settlement of the 
question, which is now more Important than at any previous 
period of our business histor^. 
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A djstiiict statement of policy on the part of the Bank as 
to the course of ajtion they would follow in any time of business 
pressure, as w^’l as on many other points, is now greatly needed. 
The Bank may carry out habitually the decision it is understood 
to have arri^ ed at in 1878, and admit that it cannot fix <b. 
definife rate for»advances. In this case it will be difficult,to 
establish any other representative body in London whose 
Resolutions as to’the rate to be charged on bills would carry 
exactly the same weight as the decisions of *an independent 
body, such as the directors of the Bank. 

The inconvenience, however, of there being no recognis^d^ 
standard for the rate to be charged/or money would be very great. 
It is far ^fest for all bankers, and for those who do business jyith 
them, that theroshould be such a standard. Since the Bank has 
let it be known that it does not mean to be guided by its own 
rate at all times, it may become needful to consider what standard 
can be established as a substitute for that guidance which will 
no longer exist exactly in the same form for the futifre, and 
what is to take the place of the public notice of the Bank rate. 
The bankers and bill-brokers of the metropolis seem the fittest 
persons to judge of the value of money, and the decision of a 
committee appointed by them, v/orking together with repre¬ 
sentatives of the Bank, would be the best substitute that could 

C 

be found for the decision of the Bank Court. It would, in fact, 
be the opinion of that court, strengthened by the judgment 
of those, who had the be*: means of knowing what rate should 
be charged. This opinion would be more authoritative than 
that of the Bank of England alone. The rate to be allowed 
on deposits would naturally follow. This shSuId be fix^ not 
only for London, but for the country districts as well. 

Such an arrangement would tend to check any undesirable 
competition for deposhs, and would tend to a uniformity of 
action between 11.6= bankers of the country generally, and 
of the metrop.n!is in partice’ar. All the banks wou Idbe' repre¬ 
sented on the comlnittee proposed; aftd their representatives 
.’frsirfd concur in ^ rate to be recommended. Much has been 
said on both sides of th/question as to^w^iether the allowing 
interest cjl deposits, and the consequent-enormous accumulation 
.of money in the hands 0? banks, is a desirable thing or noft; 
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but the allowing interest on deposits is so entirely the pile that 
the question is now not whether the practice is or is not a 
desirable one, but how it can best be regulated fpr the general 
advantage. ^ 

•' Again, such an arrangement would tend to check an unduly 
high rate of ii^terest being allowed on deposits. The rate 
would be known as that which 'a representative and prudent 
body of bankers thought it safe to adopt. Any bank deviating 
from the rule 'would be bound, as it were, to show cause 
why it did not follow the example set by such a body of 
men. The Banking Committee would not be likely to re¬ 
commend an "unduly high rate. Such a rate is dangerous 
for. two 'reasons: the one, because an unduly higli rate of 
interest has a tendency to cause those who allow it to seek 
unsafe but highly-paying securities; the other, because it 
has a tendency to cause reserves to be pared down to 
a minimum. While speaking on this subject, it is well to 
mentidn that every now and then it is understood that banks 
have made no profit whatever on the sums they held on deposit. 
No doubt any bank so circumstanced holds other sums belong¬ 
ing to its customers on which no interest is allowed, and from 
which and its other resources it derives the means of meeting 
its expenses and paying its dividend. But to have the custody 
of vast sums, with all the attendant risks, without any resulting 
profit to set against these, cannot be a desirable or a safe thing. 

In part the plan proposed here dias been carried out for 
some considerable time. A committee, composed of represen¬ 
tatives of the metropolitan Joint stock banks, meets when,a 
change in the Bank rate is announced, and fixes the rate to 
b^ allowed on deposits in London. It is desirable that this 
arrangement should be carried furtheF, and that a uniform rate 
should be arranged at these meetings for all deposits held by 
banks whether in London or in the count^^" 

To conclude, fixing a rate can hardly be separated from 
the custody of the reuerye. The metropolitan banks might 
have elected, now that the ‘Bank rate stands in so alte»«d”? 
position, to work wit'iout a reco^nise^rate at all a's to allowance 
of interest on deposits.. But the inconvenience of su6n aTourse, 
would have been so great that they have been compelled to 
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devise the method mentioned above of establishing a lecognised 
standard, which in time may, it is to be hoped, he carrij^ 
further till it includes all the banking offices throughout the 
countiy. A further advantage of the method here sketched 
Dut would be that it would facilitate the formation and main* 
;enandte of a si^table reserve. The maintenance of such,a 
•eserve is a duty inseparable from the functions of the body on 
(({Jiich lies the responsibility of fixing that rate which is the 
recognised standard for the rest of the community. The pub- 
ication of, the balances kept by the Clearing Bankers with the 
^nk of England would be an assistance to the attainment qf' 
this. 

' In refesence to this question, it may be mentioned byway of 
illustration that che Associated Banks of New York habitually 
publish weekly the average amount of their own reserves in 
specie and legal tender notes. By the National Bank Acts 
of the United States, which govern the administration of these 
banks, a, fixed legal minimum has to be held in this nfhnner. 
It is therefore a far more serious thing for the Associated 
Banks of New York to publish their figures, which may show 
that their reserves are below the legal limit, than it would 
be for the English banks to publish the amount of their balances 
with the Bank of England, which they keep at the point which 
each banlc fixes for itself. In the case of the American banks 
the legal minimum is a strict and rigid line. In the case of the 
English banks, the amount is left to their own discretion. The 
practice of the American banks is merely quoted here by way 
of illustration. Their action is a proof that publication tends 
towards safety and need not be regarded as Shy occasiog for 
alarm. 
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The manner in which the deposits held by the Bank are em¬ 
ployed requires our attention. The capital and accumulated 
and undivided profits of the Bank of England (the “rest”) 
amount togeth^f to about 17^ millions, 
y The securities held by the Bank of England are divided 
in the usual weekly statements between the two heads of 
“ Government" and “ other ” securitries. It has not been 

tbonght necessary-to make any further anaTysis of the Govern¬ 
ment securities held by the Bank than that given in Chapter II., 
p. 27, as a large-pro{)oruon of these securities, and. in par¬ 
ticular, those held in the Circulation department, are s.a^er- 
‘.-nanent in amount for long pferibds-'itbat no detailed statement 
appeared likely tc be generally usdtul. tThe “other" sfccuritjes 
ca-e not included among the staternents of monthly averages 

' 64 ■ 
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on whi^h a great part of this analysis is based, but as an 
investigation into, their amount will be of service, the yearly 
averages have been tabulated from the ordinary weekly returns. 

The totahannual average amount of the “other" securities 
will be found in col. 26 of Table 3, p. 13. * 

The increase* in the sums thus held is large, and in a gene»l , 
way proportionate to the increase in the deposits. 

, Mr. Thomson Hankey intimated, in his remarks on the 
working and management of thef Bank of" Engfand, that, while 
the deposits of the Bank should be invested in good banking 
securities, such as bills of exchange, loans for short periods ot* ' 
good securities, Government stocks, etc., the capital may be 
invested‘ilt'securities of a more permanent description. With , 
regard to the i^vestment of the capital, no part of this is re¬ 
quired to be kept in reserve: all may be invested in interest- 
bearincT securities, which .should be of undoubted character, but 
not necessarily of the same readily convertible nature as that 
part which is held liable to recall of deposits.”—Hankey, On 
Banking, pp. 13, 14. 

The bills discounted and temporary advances have been 
separated in the tabular statement from the remainder of the 
“other securities” to as late a date as the published returns 
permit. It will be observed that the portion of the “other 
securities” which does not consist of bills discounted or of 
temporary advances, the annual average of which is given in 
col. 28 of Table 3, p. 14, fluctuated less in amount for the years 
1873 to 1875, the last for which the information can be given, 
th^in the “bills discounted” or the “temporary advances.” 
Guided by Mr. Thonjson Hankey’s remarks, we may sup¬ 
pose the sums indicateS in col. 26 to be invested in loans 
corporations for local irdprovements, to railways on deben¬ 
ture stock, in se_'urities*of colonial governments, and in other 
securities more of“Jcss of a permanent character, ^r. H. k. 
Holland, deputv-governor rf the Bant, stated in 18C5 that 
the amoupt of railway debentures, hei(^ at that time was about 
4Juiil’tJns. The fluctuation^ in the 'total amount of the “other ” 
securities, as compared wi^tho^e held in, *844, will be fouiyf 
markecMn j;ol. 27 of Table 3, p. 13.^ 

, We nov/ proceed to consider the amount of bills discounted 
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by the Bank of England. The y^rly average of'th^se, from 
1S44 to 1875, is given in col. jo of Table^j, p. 14. Col jx 
contains the proportion of the yearly average to that of 1844, and 
col. 32 shows the proportion of the bills discbunted to the total 
t)f the “other"’ securities. The bills discounted never amounted 
to half of the tptal of the “other” securities. On average they 
were something like a third of these. The information about 
the amount ceases in 1875. The fluctuations in the amount 
of bills discouiited was very considerable during the period 
over which our information extends. The amount for 1868 
was only about one half that of 1866, and was very nearly 
similar to > the average of There are larger fluctuations 

also shown in the weekly statements than those be*' «veen these 
annual averages. 


In 1866 the highest amount was about j 6 millions, the lowest about 7 milli 

>867 ... 8 .. 4 

1868 „ 7 .. 4 

186,q „ 7 „ 4 

1870 „ 10 „ 5 

1871 „ II „ 4 

1872 „ 9 .. 4 

1873 .. iz .. 4 

>874 .. 6 3 

187s .. 6 „ 2 


ions. 


There was a considerable increase in this branch of the 
business of the Bank between 1844 and 1875, after which year 
no information as to the amount of the bills discounted has 
been published; but it will be obsarved that the average of 
the three years, 1845-47, rather exceeded the average of the 
three years 1873-75, ^"^d the whole amount, though large, 
cgp.iform but a very small part of the total amount of bills, 
both inland and foreign, in circulation. The amount of these 
bills in circulation, including foreign bills, was estimated by 
myself as being from 300 to 350 millions in 1873. The total 
now in cjrculatiox (in 1902) probably'sCari'ely exceeds, if it 
even reaches, the smvjller of these figures. Mr. Newmarch’s 
estimate in 1851 was't^at the corresponding amounts of bills 
in circulation then were from 189 to 200 millions. During 
.{le twenty years between 1850 a)7d'i87o they, had largely 
increased, but it is not believed that the amount of biHs now 
h circulation has kept up at all in' proportion to the increase 
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in busit^ss generally. The difference in the arran^ments'of 
business nowadays and those existing in 1873, and the 
in which the .official returns as to bill stamps are now made 
up, render i&'difficult to form any reliable estimate of the 
account of bills m circulation. The position, speaking broadly^ 
appears to be Hhat there are fewer bills i]ow afloat thtm , 
before in proportion to the amount of banking money held, 
aad that there is a far keener competition for them. 

The influence of the Bank bf England in the discount 
market has in times past been considerable; but its influence 
in this direction would not appear to be so large as in some 
other portions of its business, since its discounts had not 
increased same proportion as the bills themselvSs, «or . 

had the discounts of the Bank continued to increase during 
the later years in which the published returns enable us to 
trace the business of the Bank in this [)articular. . A large 
portion of the deposits, it is believed, has been invested 
in more permanent securities. The proportion of bills dis¬ 
counted to “other” securities is given in col. 32 of Table 3, 
p. 14, and it will be obsei ved that the proportion of the re¬ 
sources of the Bank placed in bills rather diminished in the 
later years over which our information extends. The table 
exemplifies the fact, which is generally known, that it is in 
times of difficulty and pressure that discounters of bills have 
recourse to the Bank. In 1847, 1857, and 1866 the amounts 
were large. There are beyond doubt private houses, as well as 
public companies, who do a larger business of this description 
than the Bank of England. In ordinary seasons the outside 
market is willing to accommodate its customers on slig htly 
lower terms; and, in discounting bills, those who do thj^ 
business at the lowest figure are sure to have the preference. 

The immediate want^ of business are, perhaps, to be found 
most distinctly indicted among the temporary advances made 
by the Bank of England, sh iwn in col.Wy of Table 3,*p. 14. 

No branch of businesi of the Bank, appears to undergo greater 
fluctue^ions than tjjis one, %nd in heme j-fe the influences of 
periods of pressure more'di,^iii'ctry markedj* The amount fo^* 
1872 wasTuree times as lar^e as that In 1844. The business 
dqne in 1852 was not a sixth part of that done twenty years later.* 
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The steady growth of this branch of the business wa^ very re- 
ptarkable* during the last ten years of which.the particulars can 
be given. The annual averages will be fouru} in col. 33 of 
Table 3, p. 14, and the proportion of each year tb'the amount in 
1844 is given in col. 34. The fluctuations from week to week 
ire far greater than those shown by the yearl/ averages.* 


In 1866 the highest amount was about 8 millions, the ,'owest about i million. 

„ 1867 „ ^ 4 II t A 

II t868 * „ * 4 II t ,, 

II 1869 ,, 5 II * II 

II 1870 ,, 9 „ 12,, 

V I. **871 . „ 6 „ I , 

I. 1872 . • II 10 .1 2 II 

II 1873 .1 ‘7 I, . * .» 

II ^874 II 8 ,, , a I, 

II ^875 II 9 II / 2 „ 


The extension of the scale on which business has pro¬ 
ceeded is curiously marked by the increase in the fluctuations 
during the later years in which this information was given. 
The ‘ requirements of occasional borrowers were actually 
greater, and the yearly averages higher, in the years 1870 
and 1872 than even in the panic year of 1866. 

It is much to be regretted that the 'information as to 
the amounts of bills discounted and of the temporary advances, 
given in the returns up to 1875, is now no longer supplied, and 
that it is not possible to trace this subject any further! 

After all, the Bank of England is, with respect to its 
private business, exactly in the s?.me position as any other ' 
bank. It has only a certain definite sum which it can lend, 
and -this it must husband, and not make advances which do¬ 
ng^,, naturally'turn themselves into money—as those made on 
good bills do—on the same terms as'advances of the class we 
liave been speaking of. The resources of the Bank are very 
considerable; but if it made over-large advances on securities 
of a fixed charaoter, it would experien'Cfe The inconvenience of 
doing ‘this jusf as fum other bank would "So. 
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TABLE 6. 


Monthly Arerag^es of Note Circulation of Bank of England in ih^bands of the Public,* 
„ from 1845-1900, in groups of Ten Years, 1845-54, * 855 ^ 4 . 1865-74, ^875-84, 
1885-94, and of Six Years, 1895-1900, 'erith Summary Table, 1845-1900. 



1 18»^(4. j 

\ 18Kf.64, 

1 1866-74. 

1 1876-84. # 

Month. 

r , 

Average for 
the Ten Years, 
£30,061,000. 

Av. of 
Ten 
Years 
= 100. 

Average for 
the Ten Years, 
;£ao,368,5oo. 

['average 
of Ten 
YeaR.= 

1 100. 

Average for 
the Ten Years, 
^1*4,097,500. 

I Average 

1 of Ten 
Vcars=s ! 
xoo. 

Average for 
the Ten Years, 
1:27,010,700. 

Average 
of Ten 
Years= 
too. 

January 
February . 
March « . 
April. . i 

May . 

June . 

Jaly . 
August 
September. 
October . 
November . 
December . 

•£ 

20 . 3 i 7 jtoo 

19.930.900 

19.506.900 
20,500,400 
20,211,300 
19,624,500 
20,656,200 

20.325.900 
^9,652,400 
20,561,800 
20,141,600 

19.304.900 

JO/ 

100 

97 : 

702 

lor 

98 
^03 

lOl 

98 

JOS 

100 

96 

£ 

20,253,400 

19,806,900' 

19,619,000 

20.715.700 
20,488,100 
20,048,100 
2I,0W,500 
20,840,600 

20.365.700 
21,181,200 

20,573,300 

19,684,000 

: 99 

96 
J02 

JOO 

98 

103 

J 02 

TOO 

JO4 

JOJ 

97 

1 ^ 

23.664.600 

23.106.300 

22.979.300 
24,061,000 
24,190,500 

23.893.200 

24.874.300 

24.678.200 
24,251,700 

24.970.600 

24.133.200 
23,527,400 

9^ 

96 

96 

JOO . 

joC 

99 

103 

J03 

JOI 

J04 

JOO 

98 

£ 

27.185.700 

26,395^400 

26^9,900 

'.7,151,300 

27.179.200 
26,845,600 
27,643,400 

27.572.900 

26.939.900 

27.668.900 

26.941.700 

26.685.200 

r 

lOJ 

98 

97 

100 

rot 

99 
J02 

J02 

JOO 

102 

JOO 

99 

Difference; Higbebi and Lowest! 
Month, ;£t,35i,ooo. 

Mean of extreme Variations for 
*8«‘S4. 3*5% 

Difference: Highest 
and Lowest Muntli, 
/|i,56*,o(x>. 

Mean of extreme Varia¬ 
tions for 18^5-64, 4% ' 

Difference: Ifighest 
and Lowest Month, 

;Cl,99I,000. 

Mean ofexMemeyaria- 
tionsfor 1865-74, 4% 

Difference: Highest 
and Lowest Month, 
;£i,509,000. 

Mean of extreme Varia* 
lions for 1875-84, *'5% 



U84-94. 

1895 - 1900 . 

1815 - 1900 . 

Month. 

Average for 
the Ten Years, 
3^*4,883,400. 

Average of 
Ten Years 
= 100. 

Average for 
the Six Years, 
4 i 7,30<>.97». 

Average of 
Six Years 
= 100. 

Average for the 
Fifty-six Years, 

3^*3,7*6,100. 

Average 
of Fifty-six 
Year&= 
xoo. 

Janunry. 

February 

April . 

June . 

July . . 

August. 
September . 
October 
November . 
December * . 

£ 

24,571,600 

23,8*2,300 

23.922.100 
24,799,200 

24.979.100 

24.983.500 

25,631,400 

24,962,000 

25.503.100 
24,838,300 

24.631.500 

96 

96 

JOO 

JOO 

lOI 

104 

103 

JOO 

103 

JOO 
• 99 

£ 

26,569,908 

26,132,162 

24,446,964 

27,358,572 

27,377,380 

27,5 >o ,383 ' 

28,259,428 

28,170,168 

27,701,804 

27,933,312 

27,421,564 

27,449,461 

97 

95 

97 
« too 
too 

JOJ 

J03 
' 103 

MOI 

J 02 

JOO 

JOO 

£ 

23.559.600 
23,000,100 
23,045,600 

23.847.900 
23,834,700 

23.535.900 
24,466,500 

24.276.900 
23,716,100 

24.400.900 

43.762.600 
23,266,400 

too., 

97 

97 

100 

too 

99 

tos 

t02 

too 

tos 

too 

98 

Difference: Highest and Lowest Mo^^tb. 

Difference: Highest and 

Difference \ H'lghest and 

;Cs.9Z4,8oa 



' Lowest Month, £t,\vj,<!XKi. 

Lowest Month. ^^66.000. 

Mean of extreme Venations for .885-94, 
.47: 

^ Mean of extreme Varia* 
tiotis for 1895-^90^ 4*/» 

A^an of extr^e Varia. 
tionS'^for 1845-1900, 3 V* 




Not including those held in the Banking De(>artment 





CH. vto] BULLION IN ISSUE DEPAiSTMENT pf 

• TABLE 7. ' 

Monthly Averi.gts of Boilioo in the Inue Department of the Bank of Ehgland, from 
1845-1900^ diTidert Mto gfroups of Tea Years, 1845-54, t 8 S 5 - 64 , JS®- 74 i 
1885-94, and of Six Years, 1^5-1900, with Summary Table, 184,5-1900. 




1896-M. 

lSefr-74 


1 U7S4<. 

Mouth. 

Averlra for 
the Tca^ears, 
£14,625*000. 

Av. of 
Ten 
Years 

SIOO. 

Average for 
the Ten Years, 
,Ci 3,645.«». 

Av.of 

Ten 

Years 

Btoa 

Avera »e for 
the Ten Years, 
iitg,356,000. 

Av. o*f 
Ten 
Yeare 

SIOO. 

$ 

Average for 
the Tmi Years 
;ta4,436,000. 

Av.df 
Ten 
Years 
=■ Ao. 

January . 
Fllbruary. 

March . 

^ril 

May 0 

June 

July 

August . 
Sep|enJ|cr , 
OctoNBT . ’ 

November 
December 

1 

14,815,000 
14,833,000 
14,996,000 
14,372,000 
14,175,000 
14,839,000 
14,945,000 
14,637,000 
14,557,000 
U 111,000 
' 4 . 1 M,ooo 
I4,ft^,cxx} 

fOl 

102 

JOS 

98 

97 
102 

J 02 

too 

100 

g6 

98 

toi 

£ * 

13,112,000 

i3.354>ooo 

13,789,000 

13,714,000 

13,634,000 

14,263,000 

14,256,000 

14,102,000 

14,170,000 

13,438,000 

12,778,000 

13,132,000 

96 

98 

lOI 

100 

JOT 

JOS 

104 

lOJ 

H04 

98 

94 

96 

jC 

19,236,000 

19,138,000 

19,16^,000 

18,650,000 

18,345,000 

19,928,000 

20,212,000 

19.935,000 

20,196,000 

18,881,000 

18,903,000 

19,685,000 

99 

99 

96 

9 S 

'OS 

104 

‘03, 

104 

08 

98 

102 

{. 

23,206,000 
23,620,000 
24,291,000 
24,398,000 
24,160,000 
25,218,000 
96,049,000 
25,767,000 
25,690,000 
24,458,500 
23,268,000 
23,109,000 

9 S 

97 

99 

100 

99 

•100 

Ifb 

'OS 

100 

9 S 

9 S 

DUTervnce: Hifihcst and Lowest Month, 
;£865 ,ooo. 

Difference: Highest 
and Lowest Month, 
;Ct,485,ooo. 

Difference: Highest 
and Lowest Month, 
;Ci,8b7,ooo. 

Difference: Highest 
and Lowest Month, 

;£ 2 , 940 , 000 . 

Mean of extreme Variation', for 1845-54, 

Mean uf extreme 
Variations foi 1855-64, 

5 - 57 . 

Mtan of extreme 
Vui iaiions for 18(35-74, 

4 -s 7 . 

Mean of extreme 
Variations for 1875-84, 
5 ' 57 . 

-> 



1885-84 


1895-1900. 

1845-1900. 

Month 

Avc-age for 
the Tin Years, 
^22,88},000. 

Aveiage o) 
Ten Years, 

= lOO. 

Average for 
the Six Years, 
jC 34,149,000. 

Average of 
Six Years, 
-100 

Average for the 
Fifty-six Years, 
30,613,000. 

Average of 
Fifty-six 
Years, 

eiOO. 


c 


£ 


£ 


January 

21,020,000 

99 

33,690,000 

99 

19,929,000 

97 

February . 

22,401,000 

98 

35,476,000 

104 

20,486, OCX) 

99 

March ^ 

23.339.000 

102 

35,470,000 

JO4 

20,^9,OCX) 

JOl 

April 

May 

22,823,000 

100 

33.5’2,ooo 

98 

20,368,000 

99 

22,634,000 

99 

34,249,000 

100 

20,267,000 

98 

June 

24,578,000 

'07 

35,197,000 

JO 3 

21.419,000 

JO4 

July 

24,929,000 

•09 

35,023,000 

JOJ 

21,679,000 

'OS 

August 

23,924,000 

'OS 

35,205,000 

JOS 

21,337,000 

JOS 

September . 

23,563,000 

'OS 

35.557,000 

J04 

2I.3itI.OCX) 

J03 

October 

22, 052, OCX) 

96 

32,806,000 

96 

20,112,CXX) 

98 

November . 

21,609,000 

94 

32,035,000 

94 

IO. 674 .CXX) 

9 S 

December . 

21,641,000 

9 S 

31,575,000 

92 

99,881,000 

96 

Difference ; Highest and Lowrs? Month, 

Difference: Highest and 

Difference: Highest and 

i£3.W9.“»- 



Lowest Month, 7(^3,983,000. 

Lowest Month, 

Mean of extreme Variationo for 

1885-94, 

Mean ot extreme Varta* 

Mean of extreme Varia' 

B-s 7 . 


• 

lions for 1895-1900, 67, 

tioqf for 1845-1900, 5*/, 


Gold Bullion (u the Issue Department of the Bank of England. 


• 

Lifference between » 
the Highest Month and 
the lowest Month. $ 

« 

* Mean of the 
extreme Variations 
during each period. 

• 


9 

£ 

1 •/. 

1845-64 • 

■88s,cx» 

’ ' 3’s 

1866-64 

i,48i(,ooo 

. ss 

. 1866-74 . 

1,^7,000 • 

• 4 'S 

1876-84 . 

2 , 940 , 0*0 

SS 

1885-94 

3,909,000 

8S 

1896-1900 

3,982,0*0 

6 
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to 1900—with a summary table oV the whole period. This 
shows how generally equable the note circulation of tne Bank 
is. The highest months in the returns from July to October 
do not correspond with the highest months in th^ table of the 
(ate of discount charged (Table 12, p. 97). They no doubt 
rejiresent a demand arising from the annual “mtumnal Drain ” 
described in Chapter XIV., Table 20, p. 138. 

Annual averages of the notes held by the public will ^e 
found in cols. 35, p. 14, and 37, 39, p. 15, of Table 3, which give 
the country circulation, the metropolitan circulation of.the Bank 
of pngland,_ and the amount of both these united. The e:s- 
tension of ^his portion of thq business of the Bank was very 
small for more than twenty years. On average th^ Sad i>een 
hardly any increase up to 1864. Since then there has been a 
gradual growth, which advanced to 45 per cent, in 1900. 
The notes held by the public are issued partly in London, 
partly at the provincial branches of the Bank. The circula¬ 
tion has been divided under these two heads down to the close 
of 1881. The returns accessible do not continue this division 
to a later date. Up to 1875 the increase in the circulation, as 
will be seen by col. 35, p. 14, took place rather in the country 
than in the London circulation, which will be found in col. 37, 
p. 15. While the provincial circulation in 1844 formed only 
32 per cent, of the total circulation of the Bank, it formed in 1873 
and 1874 about 39 per cent, and from 1878 to 1881 the provincial 
circulation formed 35 per cent of the total. The whole note 
circulation of England and Wales, including the notes issued 
by the.private and joint stock banks, was ;^28,420,ooo in 1844, 
/3'>00.000 iiT 1877, ,^32,400,000 in 1878, and >^■30,638,000 

1900, divided at that date between ;i$^29,396,ooo at the Bank 
m England and ;i'i,242,000 at the'English country issuing 
banks. Hence the Bank of England notes issued at the 
country branches may in some degree lhave taken the place 
of lapsed local 'note Jfisues, and this may account for the 
greater increase of the ^ proyincial than of the metropolitan 
note circulation. Tlie 'total increase is, however, sflJ^l— 
smaller than the' qugmentation ‘in other portion of the 
business of the Bank ,of. Englknd Nvhicb these returitirenable 
ug to trace, and far smaller than the incrfease in the metallic 
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• * r 

circulatign 6f the country, which was estimated as being about 
105 millions in 1^172, and from 100,000,000 to /i 1.0,000,000 
in 1883,* by Mr. Newmarch as ;^36,ooo,ooo in i844,t by Sir R. 
Peel a& betwe^ ;^30,ooo,ooo and .^35,000,000 (H. of Commons, 
April 25th, i^). While, therefore, the coin In circulation 
has increased seething like seventy millions, the total note 
circulation of E^ngland and ‘Wales was in *1900 only two 
millions larger than it was in 1844. It is also quite possible 
that this increase, small as it is^ may prove t6 be only tem¬ 
porary, as. fluctuations of from one and a half millions to two 
millions, and even of larger amounts, are not uncommon»be- 
tween the average of one year and another in the diote circu- 
latiOT of t'.i'a, Bank of England. The figures for the years jjrom 
1879 to 1885 are examples of this in the way of diminution, 
and those from 1894 to 1900 in the way of increase. 


Notes of Bank I Notes of Bank 

of England held | of England held 

by the Public. by the Public. 


Year. 


Avenage. 

Year. 


Average. 

1879 



1894 


• 2^25,300,000 

1880 


26,911^,000 

189s 


25)S00,000 

1881 


26,321,000 

1896 


. . 26,500,000 

1882 


■ 25.985.000 

1897 


27,200,000 

1883 


25,568,000 

1S98 


27,400,000 

1884 


• 25.358,000 

1899 


27,900,000 

1885 


. . 24,667,000 

1900 


29,400,000 


Table 8, p. 75, cop/ains the averages of the English 
country note circulation from 1845 to 1900, divided into periods 
corresponding to those into which the other tables contained 
in this volume are arranged. The statement is brought in 
here, as this will be **convenient* to those who desire t^ see 
the details of the rnahTier in which the note circulation of 
England is made up.. Under the operation bf the Act of 
1844 the country notef'circulation has dwindled till, from being 

* Estimates based on Professor Jevons’s statement,'/wm/ffa/fowr in Currency 
and ir(«a«.'e,*’884, p. 206 et seq. ; on statement of 'tCoinag’e of Gold for Twenty-four 
Yease,”«tro»e»i«r, 29th June, 187^; and on'papers read by R. H. Inglis Palgrave, 
before the Bankers’ Institute, J^ebruarj, 1883, on T/te Dejtiiency of Weight in our 
Cold Coitgii'e, with a Proposal for,its R^orm, and November, 1884, on the Ovid 
Coinage: Petition of Matterfat the Present T^me' • .* 

^ t Tooke and Newmarch’s fAstory of Prices, vol. vi. p. 701. 
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(1845 10^1847) more tfean 7,000,000, it is now (19O2) |ess than 
^875,000. The note circulation of the !^ank of England 
has thus apparently hardly filled the void which the re¬ 
duction of the country note circulation has lefc; and ff the 
amount of the notes of the Bank of Englarvi held by the 
o^er banks in England as “till money” coi/d be separated 
from the remainder, it is probable that the total amount of 
notes actually in the hands of the public is smaller now 
than it was some fifty years since. Nor is it advisable to 
leave this part of the subject without an expressiooc of regret 
at the policy followed in framing the Act of 1844, whicb, 
instead of,, strengthening thp country note circulation,, was 
designed to suppress it, thereby increasing the dwjji4n(fs oVthe 
reserve of the Bank at times when the note dfculation tends 
naturally to expand, and simultaneously depriving English 
banks of a branch of their business particularly useful in the 
establishment of small branches in remote districts, and thus 
developing business and trade in places where this assistance 
is most needed. A reasonable stamp duty might have been 
charged for the exercise of this privilege, which might have 
produced a larger revenue to the Government than that re¬ 
ceived from the note circulation of the Bank, issued against 
securities under the provisions of the Act of 1844, beyond the 
j^i 4,000,000 originally permitted by that Act. The notes 
could easily have been amply secured, and an advantage to 
business maintained. Scotland and Ireland have retained their 
provincial note issues. In England a different course has been 
followed, to the disadvantage of the country. , 

Tjje fluctuations in the English country note circulation 
_^v^ been small; they do not exactly follow those shown in 
the circulation of the Bank of England, partly perhaps be¬ 
cause that has been more in the metropolis, while the country 
note issue was largely among the agriculturaMistricts. 

Table 9; p. 77, ,shows the amounts and the proportions 
of the different denominjitions of notes composing .the circu¬ 
lation of the Bank of England for the years 1856-76, jhe 
earliest and the lafep't dates availdble^. The large 'notes, it will 
be' seen, formed in, 18 76 a smaller part of the whole (pRulation 
than they did twenty years p'reviously. The notes from £20 to. 
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TABLE 8. 


Monthly AveragesVsf Country Note Circulation, England, frt)m t84S-t90<^ ig 
groips of Ten Years, 1845-54. 1855-64, 1865-74, 187S-84, i 88 S- 94 . »nd ^of 
Six Years, 1895-1900, with Summary Table, 1845-1900. , 

f _ _ 


f 


• 

Month. 

1 

1 18 S 5 - 64 . 

1 186&-71 


4 . 

Average for 
the Ten Years, 
i; 6 , 794 ,ooo. 

• 

Av. of 
Ten 
Years 
=100. 

Average for 
the Ten Years, 

Average 

of 

Years » 
100 

Average for 
the Ten Years, 
;C5,118,000. 

, 

5,268,000 

5,112,000 

5,085,000 

5737 S»ooo 

5,272,000 

4,963,000 

4,886,000 

4,826,000 

4 , 955.000 

5,37<?,ooo 

5,236,000 

c,o6i,ooo 

.-j 

Average 
of Ten 
Years ~ 
100. 

Average for 
the Ten Years, 
,£3,868,000. 

Average 
of Ton 
Years® 
100. 

‘03 

100 ' 

99 

‘OS 

‘03 

97 

9 S 

94 

97 

‘OS 

102 

99 

£ 

4,■075,000 
3,^2,000 

3,M2,000 
4,087,00# 
4,048,000 
3,843,000 
3,772,000 
3,644,000 
3,727,000 
4,058,000 
3,971,000 
3 . 775 . 00 O, 

*11 

gS 

‘OS 

*■104 

99 

97 

96 

104 

102 

97 

Jahaary 
Februaw . 

April . 

May . 

June . 

July . 
August 
September . 
Octoi>er 
November . 
December . 

1 

6,862,000 

6,731,000 

6,748,000 

7,11:7,000 

7,002,00,'’ 

6,676,000 

6,658,000 

6 , 404,000 

1 6,625,000 

1 7,130,000 
6,885,000 
6,601,000 

lOI 

99 

99 

‘OS 

9S 

gS 

‘OS 

lor 

97 

c 

6,415,000 

6,235,000 

6,302,000 

6,640,000 

6,508,000 

6,257,000 

6,170,000 

6,062,000 

6,216,000 

6,645,000 

6,510,000 

6,179,000 

lOI 

99 

‘OS 

‘03 

9S 

97 

9 S 

gS 

‘OS 

‘03 

97 

Difference • Highest and Lowest 
Month, 

Mean of extreme Variations for 

1845-54, 4’ 5 '^ 

Difference: Highest 
and Injwest Month, 
^1583,000. 

Mean ■j'^extreme Varia¬ 
tions for 1855-64, 5% 

Difference: Highest 
and i.ow*st Month, 
i; 549 .ooo. 

Mean ofextreme Varia* 
lions for 1865-743 5 ' 5 % 

Difference: Highest 
and Lowest Month, 
/ 1443 . 000 - 

Mean ofextreme Varia¬ 
tions for 1875-84, 5*5% 


0 

1888-94. 

:895-19O0. 

1845-1900. 

Month. 

Average for 
the Ten Years, 
,£3,366,000. 

Average of 
Ten \^rs 
=tw. 

Average for 
the Six Years, 
£1,446,900. 

Average of 
Six Years 
= 100. 

Average for the 
Fifty-six Years, 

;C 4 . 533 .ooo. 

Average 

of 

Fifty-six 

Years®ioo. 

January 

£ 

2,432,800 

J03 

£ 

1,474,000 

102 

1 

4,639,000 

102 

February 

2.335,'00 

99 

1,438,000 

99 

^484,000 

^f507,85o 

99 

March . 

2.393>!ioo 

lOI 

1,482,700 

102 

100 

April . 

2.479.900 

\ios 

i,554,«oo 

108 

4,756,000 


May . 

2,478,100 

‘OS 

.1,549,300 

icy 

4,685,000 

103 

June 

2,353.400 


1.457,700 

lot 

4,457,000 

98 

July . 

2,315,100 

nS 

1,384,500 

gb 

4,402,000 

97 

Almost. 

2,217,900 

,94 

1,314,300 

9 ‘ 

4^291,000 

95 

September . 

2,222,200 

94 

1.354.300 

1.464.300 

94 

4,385,000 

97 

October 

2,420,000 

' 102 

toi ^ 

4,733,000 

Z04 

November . 

2,.,17,000 

‘02 

1,482,200 

t02 

4,627,000 

103 

December . 

2,3-7,300 

gS 

1,407,000 

V 

• 4,42^,000, 

98 


Differenceand Lowest Month, I Difference: aighest aAd 
4 a 6 a,ooQ. Lowest Mjpnth, ^340,<j(>o. 

I 4 ea/.^ extreme Variations for 1885-04- Mean of esxtreme Varta- 
5 *57, • I Hjns for 1895-1900, 5'5 V, 0 


Difference: Highest and 
Lowest Month, ;£465,ooo. 

Mean of extreme Varla* 
I tions for S843-1900, s”/* 


•-A. 
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r ® 1 ^ 

^100 remained comparatively stationary; the greater^, part of 
the increase was among the smaller notes,,especially among 
those for These, doubtless, as mentioned previously, in 
some degree have taken the place of the lapsed English country 
issues. ' / 

, To complete this analysis, the annual aver%e of the total 
coin and bulliorf held by the Bank has been included. This 
average will be found in col. 41, Table 3, p. 15; the columns 
marked 42, 43; 44, "and 45 show the proportions which the 
bullion has borne to the amount held in 1844, to th& liabilities 
on deposits and bank post bills, to the note circulation, and to 
the'total liabilities under these two heads combined. Th^pro- 
portion. of the bullion to the liabilities is smaller jiow th^ it 
was in the earlier years over which this inquirjTextends, while 
the amount of bullion held has more than doubled (Table 3, 
col. 42, p. 15). The monthly averages of the bullion held in 
the Issue Department are given in Table 7, p. 71. 

A Considerable increase, but smaller on the whole than that 
in the reserve and than that in the deposits, will be observed to 
have taken place in the bullion held. It has been mentioned 
that there appears to be no general relation Whatever betw:een 
the amount of notes issued and the rate of interest charged. 
Nor is it easy to trace an exact relation between the amount of 
bullion held and the Bank rate. The average held in 1868 was 
more than 20 millions, with a discount rate of 2 per cent.; the 
holding in 1873 was about 22 milliofis, with a rate of 4I per 
cent.; the average held in 1876 was 28 millions, with a rate of 
about 2j per cent.; the average was, in round figures, 26 
millions iiri85'3, with a rate of about 3 per cent., and 33 
pillions in 1898, with a rate of 3J per ceht.; and the differences 
shown by the weekly returns are greater still. Thus 7 per 
cent, was charged on 9th November, 1^72, with ;^i9,750,000 
bullion held on the 'date of the nearest return, while 3 per cent, 
was charged on 4th November, 1869, with 18,500,000, more 
than a million less,, held in a similar way. • Again, 3»per cent, 
was charged loth February,"i875, with 20 millions of bullion, 
and 5 per cent, was charged 17th Octcber, l877^with nearly 


23 millions of bullion.. Though the total amount pf bullion 
held by the Bank is a very important thing, the rate of 
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TABLE 9.«'Table iboning; Compositioii of Bank of England Note Circulation. 
Divided according ^ the Denomination of the Notes in Hands of the Public from 
1856 to 1876^ the latest date to which this information can be given. 


'■ £$ Notes. 


Vll^i 

■re 


1856 

1867 

1858 

1859 
lf60 
1861 
1862 
18 g:«' 

1864 

1886 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 


1876 


6,36*,000 
6,386,000 
6,290,000 
6,675,000 
7,079,000 
6,673,000 
1^6,799,000 
\ 0 , 755 ,cxx) 
7,099,000 

7,403i0oo 

8,153,000 

8,290,000 

8,429,000 

8,572.000 

8,695,000 

9,182,000 

9,704,000 

10,045,000 

10,474,000 

10,8:7,000 

10,920,000 


ipor- 
Q per 
lent, 
to xSsfi. 
1856= 
xoo. 


100 

100 

99 

'OS 

irt 

'OS 

107 

to6 

III 

lib 

138 

130 

' 3 ^ 

' 3 S 

'37 

' 4 S 

'S 3 

'SS 

164 

'71 

'73 


Propor¬ 
tion pel 
Cent. 

, of ^5 , 

|NotestO| 

Total 

Circula-j 

tion. 


V. 

33 

34 
32 

32 

33 
33 
33 
33 

35 
35 
35 
35 
35 

38 

% 

39 

40 
40 
40 


;^xo Notes. 


3,928,000, 

3,959,000 

3,895,000 

4,145,000 

4,2to,ooo 

4,045,000 

4,080,000 , 

3,949,000 

3,966,000 

4,085,000 

4,462,000 

4,492,000 

4,562,000 

4,514,000 

4,436,000 

4,592,000 

4,712,000 

4,716,000 

4,790,000 

4,934,000 

5,003,000 


Propor¬ 
tion per 
Cent, 
to 1S56. 
1856s 

xoo. 


ftopor- 
tion per 
Cent, 
of 

iNotestoj 

Total 

Circula* 

tioD. 


100 

tOI 

99 

log 

J03 

J04 

100 

101 

104 

IJ 4 

116 

10 

IT? 

ISO 

120 

122 

126 

127 


Pi ipor- 
tioo per 
Cent, to 
1856. 

18^6= 

100. 

Propor- 
tion pur 
Cent, of 
to 

£500 
Notes to 
Total 
Circula¬ 
tion. 

;Cl,000 

Notes. 

100 

7 o 

7 k 

1,865,000 

99 

7 

1,796,000 

116 

8 

2,318,000 

"7 

8 

2,256,000 

its 

7 

2,029,000 

'OS 

7 

1,911,000 

'^3 

8 

2,098,000 

'07 

’ 8 

2,089,000 

122 

8 

1,849,000 

'OS 

'S 

1,761,000 

'33 

3 

1 . 795,000 

‘33 

• 8 

i, 834 ,<-KX) 

> 3 (> 

> 8 

1,825,000 

J2S 

7 

1,667,000 

124 

7 

1,676,000 

I3g 

7 

1,783,000 

' 3 S 

7 


'30 

7 


'30 

7 

1 , 775 , 0 * 0 , 

» 241 

7 ' 

1,849,000 

144 

• 7 % 



7 . 

2C 

21 

20 

20 

20 

2X} 

19 

19 

19 

19 

19 

19 

19 

19 

19 

19 

19 

18 

18 

18 

18 


^eoto 

{.too 

Notes. 


5 . 474,000 

5,530,000 
5,652,000 
6 ,121,000 
6,331,000 
5 , 947 ^ 0 *) 
6,172,00^ 
6,142,000 
5,996,000 
6,153,000 

6 , 957,000 

7,020,000 
7,234.000 
6,940,000 
6,804,000 • 
7,272,000 

7 . 373.000 

7.313.000 

7 . 435.000 

7,740,000 

7,987,000 


Propor¬ 
tion pet 
Cent, 
to 1656. 
i8s6s 
too. 


l^pot- 
tion per 
Cen^ 
Or;C£ 

to AXOO 

Notes 
to Total 
Circula¬ 
tion. 


100 

101 

103 

112 

116 

108 

112 


/«9 I 29 


112 

127 

128 

132 

127 

124 

133 
^ 34 - 
133 

136 

' 4 ' 

' 4 S 


7. 

39 

39 

39 

29 

30 
•so 
30 
30 


39 

30 

30 

30 

30 

39 

30 

29 

29 

28 

28 

29 


1866 

1867 

1858 

1859 
1660 
1881 
1862 
1863 
1664 

1865 

1866 

1867 

1868 
1669 

1870 

1871 

1872 

1873 

1874 

1875 

1876 


Cvy' to 

£500 

N otes. 


1,375,000 

1,365,000 

1,590,000 

1,610,000 

1,551,000 

1,444,000 

1,697,000 

1,740,000 

1,676,000 

1,694,000 

1,831,000 

1,827,000 

1,867,'xio 

1,761,000 

1,701,000 

1,774,000 

1,851,000 

4,784,000 

1,810,000 

1,947,000 

1,984,000 


Propor¬ 
tion per 
Cciil. to 
1856. 
1856- 
xoo. 


Propor¬ 
tion per 
Cent, ofj' 
j6i,ooo 
Notes to] 
Total 
iCircula- 
tion. 


100 

<A 

124 

121 

log 

102 

112 

112 

99 

94 

g6 

gS 

98 

Sg 

\go 

gb 

lOl 

• 97 

- jy. 

gS 


7 . 

10 

9 

II 

II 

10 

10 

10 

10 

9 

t 
8 
8 
- 7 
7 
7 

•? 

J .1 


^ Total 
Circulation. 


19,004,000 

19,036,000 

19,765,000 

20,810,000 

21,270,000 

»>2Qp4^000 

20,84^ooot:> 

20,675,000 

20,586,000 

21,096,000 

23,198,000 

23,463,000 

23,917,000 

23,454,000 

%?,3I2,000 

24,603,000 

25,525,000 

25,668,000 

26,284,000 

27,347,000 

27,733.000 


Propor¬ 
tion per 
Cent, of 
Toul 
Circttia* 
tion to 
1856. 
t 856 a 

XOO. 


los 

log 

loS- 

III 

133 

'03 

13b 

^3 

'30 

'34 

' 3 S 

'JS 

'44 
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discount charged does not appear to be usually regained by it 
alone. , , 

To render this more clear, the percentage borne by the 
annual average of the total coin and bullion held j?y the Bank of 
JEngland to the annual average of the banking liabilities has been 
sfated in col. 43 of Table 3, p. 15. The fluctuations shown are 
considerable; th'e proportion, however, hardly ^s had a tendency 
to increase, except in the years 1875-6. In 1852 the average 
of bullion was 2 per cent, moru than the average of the banking 
liabilities. In 1847, 1856, 1864, and 1866 the average bullion 
held amounted to 65 per cent, of the banking liabilities. In 
i?57 it wa? ofily 57 per cent.of these. In 1900 it was per 
cent. . But though, generally speaking, the years when*ihe 
average of bullion is low are those when the rate of interest is 
high, yet it is not possible to trace the same connection between 
the bullion and the rate of interest as between the banking 
reserve and the rate of interest. 

The proportion of the total coin and bullion held to the 
liabilities and circulation united is given in col. 45 of Table 3, 
p. 15. Though this point sometimes escapes observation, owing 
to the separation of the Issue Department from the Banking- 
Department of the Bank, yet it deserves the most serious 
consideration. The strength of the Bank, in any period of 
pressure, depends largely on the proportion which the specie 
held bears to its total liabilities. It will be observed that the 
proportion which the bullion held bere to the liabilities and 
circulation united was the same in 1900 as it had been in 1844, 
and smaller than in the years between 1894 and 1897. 

W^aV'ine^^iccounts of the Bank would look like if the 
..^ej^ration of the two departments did not take place is shown 
in the arrangement of the balance sheet printed in Table 40, 
p. 207. 

The Bank of England has sometimes held a considerable 
amount ef silver bullipni ‘ The Bank is empowered by the third 
clause of the Act of 1844 to retain in the Issue Department an 
amount of silver bullion not exceeding one-fourth part-of the 
gold coin and bulliop held. The Bank has never*held so large 
a proportion a^ this. .The largest amount which it )ias held 
wa^ ;^2,727,ooo Oil October 3rd, 1846, when the gold bullion 
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was quoted’at ;^i2,632,cxx). For the years from 1844 to 1847 
the silver bullion formed, however, a considerable fraction of 
the total amount of bullion held, and the annual averages from 
1844 to 1853 are given in Table 10, p. 80. On August 20th, 
1853, the silveVbullion ceased to be quoted in theTeturns of th« 
Bank^f England, except during the period from November 2841, 
i860, to July 3rd, 1861, whfn the Bank held some silver 
bullion, as shown in Table 10, p. 80. The heading and the 
space for the entry appeared weekly, however, in the return 
for many j^ears afterwards. 

, The question whether it might not be desiraWe that.the 
Banb^f England should hold §ilver bullion again was dis¬ 
cussed, some years since, in connection with the low quotation 
for the Indian exchanges. Should such an operation ever be 
undertaken by the Bank again, it may be supposed that it 
would not be done except under a guarantee from the Govern¬ 
ment, on whose behalf the businesb would be carried out. 
When the Bank Act was passed in 1844, “silver” was far 
more distinctly " money ” throughout Europe than it is at the 
present time. 
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TABLE IO.-SILVER BULLION HELD BY THE BANK^OF ENGLAND, 

1844-53, 1860-61. / 

^ “ ’ 

Anmul Averages of Silver Bnllion Held in the Issue Department of the-Sank 0 
' England and Proportion of the Same to the Gold Bullion and Coin Held durin{ 
the Years 1844-^ 


Year. 

is 

Annual 
Average of 
Silver Bullion. 

Proportion 
per Cent, of 
Silver Bullion 
to Total 
Bullion Held. 

Annual 
Average of 
Bullion, in* 
eluding Gold 
and Silver 

Coin in Bank- 
itig Depart* 
ment. 

Proportion 
per Cent, of 
Gold and Coin 
to Total 
Bullion Held. 

. .. 

Annual 
Average of 
c Total Bullion 
and Coin. 

c 

1844 

L 

1,640,000 

% • 

II 

13*024,000 

% 

89 

14,664,000 

1 S 45 

1,511,000 

2,169,000 

10 

13,732,000 

90 

15,243,000 

1846 

'S 

12,616,000 

Ss 

14.785,000 

1847 

1,373,000 

‘3 

9,055,000 

Si 

10,428,000 

1848 

1,125,000 

S 

12,747,000 

92 

13,872,000 

1849 

336,000 

2 

14,825,000 

98 

15,161,000 

1860 

195,000 

1 

16,441,000 

99 

16.636,000 

1851 

34,000 

— 

I 4 .^'? 0.000 

100 

14,564,000 

1852 

s8,ooo 

— 

20.^KQ,000 

100 

20,587,000 

1868 

19,000 

— 

17,497,000 

100 

17,516,000 


Gold Coin and Bullion and Silver Bullion in the Issue Department of the 
Bank of England, i860 and 1861, 


Year. 

Gold. 

Silver. 

Year. 

Gold. 

Silver. 

I860. Nov. 28 

£ 

12,725,000 

t. 

336,000 

r 

1861. March 20 

£ 

10,981,000 

£ 

848,001 

Dec. 6 

12,419,000 

511,000 

,, 27 

April 3 

11,054,000 

848,001 

» 

11,768,000 

876,000 

11,345,000 

848,oo( 

19 

11,456,000 

1,114,000 

„ 10 

11,525,000 

848,™ 

»» *^1 

"•."0,640,000 

1,454,000 

.. 17 

11,520,000 

848,bo( 

1861. Cm. i 

10,292,000 

1,^4,000 

,, 24 

11,437,000 

8^,001 

9 

9,870,000 

1,627,000 

May 1 

11,326,000 

713,001 

.. 16 

9,535,000 

1,470,000 

. -■ 8 

11,302,000 

713,001.. 

„ 23 

0,344.000 

1,445,000 

„ 16 

io.88t.ooo 

663,000 

„ SO 

9,560,000 

1,282,000 

.. 22 

10,597,000 

564,000 

Feb. 6 

9,745,000 

1,268,000 

848,000 

„ 29 

10,825,000 

10,658,000 

10,748,000 

512,000 

13 

9,903,000 

}.ne 6 

413.000 

„ 20 

io,240;ooo 

848,000 

.. 12 

362,000 

27. 

10,521,000 

" 848,000 

„ 19 

11,155,000 

262,000 

Malch 6 

io,303,oeo 

848,000 

26 

July c 3 

11,466,000 

212,000 

„ IS 

10,596,000 

848,000 

11,150^000 

71,000 
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8, liabilities and reIerve, 1845-900 [CH.« 

TABLE H. ’ r 

Mooth,, Av.>.es of UabmtSe. a.d Resen, of 

^ . _ ■! . " ■ . ~ Ttvnnnrfmn of I AveTAE^ of 


Unimty. . 

' February • 

March . • «9.386,000 m 

'April . . 17,^,360 99 

Uay ■ ■ i6;678,SOO 94 

June . . «8,416.100 104 

July ■ • 17,076,700 90 

August . . «f^.363.8oo 9 ^ 

September . 17,828,200 100 

OcWr . 17,284, too 97 

November . 17,269,9°° 97 

December ■ 19.473.00 ° 

Deference; Highest apd LomsI Month, ^3,109,000. 
Mean of extreme Variations for iB45-54> 9 L 


;^ 9 ,147,300 ^ 101 

9,545,^ ■f, 10; 

10,186,100 /// ss ■‘J; 

8.510.600 9^ 4a “j 

8.681.600 94 

9.902.300 101 

8.927.600 ^ jy, 

8.897.300 9 <> S 4 

9.510.300 103 53 

8,189,000 H 9 

8,843,400 ^ « 10 

10,193,800_^r£_-- 

ImrenM: Highest and Lowest Month, jC;.oo4,ooo. 
Mean of extreme Variat ions for 1845-54. tt I.- - 


February 
March . 
April . 
May 
June 

July • 

August . 

September 

October. 

November 

December 



,£20,019,000 

19.855.100 

20,968,300 

20,056,900 

19,479,800 

20.762.500 
19,719,400 

19.106.100 
20,312,200 

19.527.500 
19,363,600 
20,957,805 


Difference; Highest and Lowest MonA, £;,B 6 a,c»o. 

Mean of extreme Vanauo ns for 1855-64 , S L . - ■ t \ of 

I Liabilities: Average I Average of| *’Re 5 °er‘'e"to° Ten Years 

1866-74. jjit.^r T.iSo r |t-i"8ili.ie 43 ’/. 


January. 
February 
March . 
April . 
May 
June 

July. • 

August . 

Septt'^Aber 

October 

November 

December 


;^25»749»400 

25,346,400 

27,520,100 

26,364,900 

26,046,800 

27.793.600 
26,505,000 

' ^4,792,300 

25,541,700 

24.646.600 
24,081,900 

25.634.7°° 


Diff«e.K=; Highe^^^^^^ 

Mean of extreme Variations for 1865-7 4, 7 /. ^ 1. — — 


;£ll,323,900 20/ 44 

11.862.300 /06 41 fu* 

12:138.-00 loS 44 10 

10,407,600 93 39 

10,062,900 90 33 

11,961,200 JOl 43 10 

11.146.700 100 4 ^ 

11.172.300 ‘’i 30' 

11,758,800 105 49 

9,688,906 Si 39 

10.643.700 95 44 

ii. oi;o,30o >01 _ £7 - 

; Difference: Highest and Lowest Month, 

/^f nvtrtame Variations for x 865 - 74 i *o S /» 


1 Llnbilities; Average 'Average of 
for the Ten Years, A en Years; 

I ^50,885,000. r ='“• I 


Reserve: AvTige I Average oft Proportion of Av^e^l 
f/vr the- Ten Yeats. IV .Yearsi Keserve to len tears 
r=>“- 1 Liabilities44-/. 447.=r<»' 


January. 
February 
Match . 
April . 
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^ TABLE II {amtiTmed), 

Montiily Averages of laabiUties and Reserve of the Bank of England, 184S-1900, 
vrith Summary Table, i84S-i9oa 


• Uabilkies: Average Average of 

1 S 8 S-M. for the Ten Years, Ten Years 

j£ 34 it 99 .ooo. =r"° 

January*. . ;^33>954>°o° 99 

February . 33,8*4i°<x> 99 

March . . 37.068.000 loS 

April . . 34,93»’ooo i02 

May . . 34.370,000 toi 

June . . 35.776,000 los 

July . . 36,472,000 I 107 

August. . 33.477.000 | 9S 

September . < 32,603,000 9 S 

October. . 33,804,000 | 99 

NSvenitwr . 31,867,000 1 93 

D ecemligr . _32,245.000 ' _ 94 _. 

Difference: Imghest and Lowest Month, ,65,201,000. 
Mean of extreme Variatic-tis for 1885-94, 7 'i'L 


Reierve Average 
for the Ten Years, 
;£i5>4Bo,ooo. 

Average of 
Ten Years 
=2100. 

;£'i 3 , 768 ,ooo 

5>S7 

16,127,000 

104 

• 17,056,000 

no 

15,561,000 

lOI 

15,241,000 

g8 

17 200,000 

• III 

16,200,000 

los 

15.578,000 

102 

15,854,000 

J02 

14,139,000 


14,465,000 

93 

i4,y2,ooo 

94 


Lufbilities 4S*/.j 45*4 ® 


Difference: Highest and Lowe.st Month, i^ 3 i 432 »^ 
Mean of extreme Variations for 1885-94, ua 




> 

u 

>5 

0 

Reserve: Average 

Average of 

Proportion of 

1891^1900. 

fur the Six Vcais, 
;Csi,3o6,ooo. 

six Years 
= 100. 

for the Six Years, 
7^35,890,000. 

Six Years 
= 100- 

Reserve to 
Liabilities 50^ 

]anuary. 

^52,055,000 

tot 

/,'25,9o6,ooo 

too 

so 

February 

g^vUlQ.OOO 

103 

28,437,000 

tto 

53 

March . 

55,145.000 

107 

28,299,000 

tog 


April . 

May 

50,927,000 

99 

25,329,000 

gS 

so 

51,774.000 

tot 

26,120,000 

tot 

S 4 

June 

1:2.813,000 

tos 

26,929,000 

104 

S' 

July . 

^2,8oq.ooo 

toy 

25,939,000 

too 

49 

August . 

'51.442.000 

too 

26,136,000 

tot 

S' 

September 

50,^32,ooo 

9 $ 

26,845,000 

104 

S 4 

October. 

49,860.000 

97 

23,908,000 

94 

48 

NoTcmber 

47,640,000 

93 

23,770,000 

94 

50 

December 

48,057,000 

94 

23,065,000 

S9 

48 


Difference: Highest r.nd Jvowest Month, 
Mean of extieine V.iriatuiiis lor i6o5-i9‘’<», 7 ^. 


|)ilTercii<-c: Highest and Lowest Month, ;CSt 37 *|O 0 O* 
Mean of cMreme Variations for 1895-1900, io'5% 
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f ’ 

Bank of Germany, of Holland and of Belgium, the amount of 
specie held by those banks is the first point t© be compared with 
the liabilities. In their case the proportion between these two 
items is the, main thing to be estimated, but'with the Bank 
of England, owing to the division of the account into two parts' 
—the Issue Department and the Banking Department—it is 
the amount of the reserve, that' is to say, the amount of notes 
and coin held^in the Banking Department, which has to‘be 
compared with the amount of the liabilities in that department 
in order to ascertain the specie which the Bank cai> dispose of 
in,case of'a^y pressure. The reserve of notes represents the 
greater part of the amount of gold at the command-of the 
Bank’; this is not the whole amount of coin and bullion held, 
but only a part of it. The annual averages of these two items 
will be found in cols. 21 and 41 of Table 3, pp. 13, 15. The 
amount of the reserve of the Bank, col. 21 of this table, is 
considerably smaller than that of the bullion in the Issue 
Department, col. 41. The columns of proportional figures 
in Table 3 enable the reader to follow what the course of 
events has been ; thus, by comparing col. 12 with col. 22, p. 13, 
the reader is able to see at a glance that while the liabilities 
on deposits and bank post bills have increased nearly 3^ times 
between the years 1844 to 1900, the proportional numbers 
running from too to 345, the reserve has only increased 2^ 
times during the same period, the corresponding proportional 
numbers running from too to 251. ' Col. 23 shows this again 
in another manner. It contains a statement of the average 
yearly.^grii[ijar»fion of the reserve to the liabilities mentioned— 
nam&y, those on deposits apd bank post bills collectively. The 
amount of the circulation is omitted,from the estimate of the 
liabilities at this point because it is always assumed that the 
notes are sufficiently provided for by^he specie and securities 
In the Issue Department. One of the firct points which will 
strike "the observed *is that on average the amount of the 
proportion of the* resefye p the liabilities became •smallet for 
the years between ••i85S'-94 than it had been in the years 
fi 845-54, thk|: in the years *18^5-1900 \tih proportion 
closely rccembltd that'in .1845-54. make ^he course of 
e^ven\s clear, th^averages of the liabilities and the reserve have 
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been recorded in a separate table—Table 11, pp. 82, 83—which 
gives the averagef for each month in decennial groups with 
columns of proportional figures showing the proportion of the 
Habilides in each month to the average for the ten years, and the 
proportion of the reserve in the same manner for each period, 
of ten years from 1845 to 1900, divided in the same way a^ 
all the other tables are throughout this volume. This table 
shows the proportion per cent, of the reserve to the liabilities 
during each month, and it contains the ntonthly proportion of 
this perceptage for each month to the average for the year. 
TJie last division of this table, which extends from 1845-190 
contains a statement of the proportion of the reserve to il 
liabilities during the whole period under notice. A column h; 
been added, which shows the proportion of the reserve td tl 
liabilities for each month, and a further column is supplied whh 
exhibits the fluctuations of the difference between the reser 
and the liabilities, taking the average of these as equal to loc 

A study of all these four columns of proportional figares 
necessary to enable us to follow the history of what has occurre 
In doing this, the footnotes to the divisions, 1845-54 to 1^9; 
1900, as to the difference between highest and lowest montl 
and mean of extreme variations, will be an assistance. 

On average, it will be seen, by reference to the figures f 
the fifty-^ix years from 1844 to 1900, that the liabilities ha 
been at their lowest point in the month of November, ai 
that the proportion of »he reserve to the liabilities has bei 
at the lowest point during October and at a low point 
November and December. The proportions of the month 
fluctuations during each year are also interestingr**^iifijj; tra 
to a great extent the financial histdry of each year. 

It will be necessary tVeompare with this table Table 12, p. 9 
which shows the monthly aveoiges of the minimum rate 
discount of the Bank ^ England for the sj^me period, dividi 
into corresponding groups and dealt with in the same jnanne 
and also Xable 37, p. 196, which gives,the njJmber of variatio 
in the r^te of discount, anc^ Table*33,* p.*i97, which shows t! 
lowest and highest ratg cjiarged and the d^tbnt of the fluctu 
tions during each year. These two .tables last mention' 
contain similar infoAnatiofl for the* Banks of France^ Germany, 
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Holland, and Belgium. They will be useful als'o yhen we 
come to consider the rates which are chaiged by the other 
great banks of Europe, but at the present time we will confine 
our observations to the Bank of England. 

It will be 'observed that 


The Proportions of the Reserve to the Liabilities, 1845-1900. 

, Table i\,pp.^,?>i, were— ^ 

1845-54 " 

1855-64, 

1865-74 
1875-84 
1885-94 

, 1895-1000 

Thus in the last period {1895-1900) the proportion of the 
resefve to the liabilities corresponds closely to what it was in 
the first period (1845-54). 

The number of variations in the rate charged by the Bank 
of England was the same in each of these two periods, 1845-54 
and in 1895-1900. The particulars are as follows :— 


Number of Variations in 

the Rate of Discount, 1845-1900, Table 13 

1845-54 


• 27 

1855-64 


89 

1865-74 


• 113 

1875-84 


66 

1885-94 


77 

1895-1900 

• 

47 


The correspondence of the number of variations in the 
last and in the first divisions of this'table is fortuitous. The 
number of years in the first division was ten, and in the last 
only six. The tendency to fluctuation was greater in the la^er 
perioiAthaiTm the earlier one; it likewise increased much in the 


42 >. 

43 « 

44 n, 

45 - 

50 » 


intermediate years. 

The variations between the highest and lowest rates have 
also been considerable. They have increased in intensity in 
tlje same manner as the fluctuations have intji-eased in number. 
Mean of ike Extreme Variations between 1845-1900, Table 12, p. 97. 


1845-54 

1855-64 
1865-74 
1875-84 
i88#!?94 
. 1895-1900 


7 per osot. 
ii'S » « 

i8'5 ,. 

»S 
21-5 


ti 

V 
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CH. IX] FLUCTUATIONS AND VARIATIONS IN RATE 

The greatest fluctuation in the corresponding period is as 
follows. The ye^r in which it occurred is also mentioned in 
this case 

Greatest Fluctuation in Rate during Periods mentioned ^ Taile 38,/. 197. 


1845-54 

1847 

5 per cent. , 

’1855-64 

. . 1858 . . 

• S'S .. 

1865-74 

1866 

6-5 „ 

1875-84 

1878 

4 f> 

1885-94 

1889 

• 3*5 »» 

1895-1900 

■ ■ ■ ■' 

A 

• 3 »> 

• 

1.1900.^ 


. The difference between the rate charged 

in the highest and 

lowest .month of the same groups .and the mean df the extreme 

variations for the 

same is shown in the following statement. 

These also show an increase in intensity. 

'* 

Fluctuations between Rate in Months in Periods mentioned, Table 12,/. 97. 


Difference between Highest 

Mean of the Extreme 

Year. 

and Lowest Month- 

Variations. 


L I. d. 


1845-54 

95. 

7 per cent 

1855-64 

.117. 

11-5 >. 

1805-74 

166. 

17-5 » 

1875-84 

. .138. . 

i 8-5 „ 

1885-94 

I 12 I . 

25 .. 

1893-1,00 . 

. I 6 I . 

* 1-5 .. 


On ^he whole, the fluctuations between one month and 
another have tended to be more severe of recent years, though 
they were less severe 111,1895-1900 than in 1885-94. 

While there can be no doubt that the proportion of the 
reserve to the liabilities is connected in a general way with 
the rate that is charged, yet it will be seen f.oin tjiis sum¬ 
mary that it is not* the sole cause which regulates the ' 
fluctuations in the ra’lt. The general principle, however, 
applies—the larger the reserve has been, the smaller the 
number of fluctuation#, and in a degree the severity of those 
fluctuations corresponds. It should be looted that of late yea*rs, 
since 18^5, the differences between the rates charged in the 
highest^and lowest month have largdy increased. Taking the 
period as a whole, apd ^arranging the months for the period 
1845-1900 from the ]pwest month to the highest, the particulars 
are as folldws:— ' 

• 

















88 


RESERVE AND LlABILITip OF THE BANK [cH. tx 

f 

Average Rate for each Month, 1845-1900, Tabje 12,/. 97, 

' arranged from lowest month to highest. 


Fifty-six Years, 

Average Rate for 

^Average Rata, 

1845-1900. 

• 

Months named. 

£ r. d. 

'£3 I 2 J. = IOO. 

July 

346 

. . 89 

August 

364 

92 

June 

3 6* 7 

t . 92 

September . 

367 

92 

April '. 

3 • 6 10 

93 

March 

390 

96 

May 

3 II 0 

9O 

February 

3 ” 3 

99 

October * . 

3 . 17 3 

108 

January 

3 19 1 

no 

1, December . 

4 r 10 

113 

November . 

438 

116 


ns the memories of many men of business hardly go 
back as far as the last severe crisis, the Act required to 
indemhify the Bank of England in respect of their issues 
of notes in excess of the legal limit made in November, 
1857, is printed at the end of this chapter, and with it the bill 
introduced into the House of Commons in 1873 by Mr. Lowe, 
afterwards Lord Sherbrooke, the Chancellor of the Exchequer. 
The first of these documents will show the force of the legal 
impediments to an extension of the note issue of tEe Bank 
beyond the limit fixed by the Act of 1844, and the second 
what was considered necessary in 1875 to justify an extension 
of the limit. 

That the bill proposed by Mr. Lowe did not pass into Ia,w 
need rtn br*a matter of regret. The requirements of the 
bill were pedantic and unpractical. Th 4 imposition of a charge 
for discounts of a rate of 12 per cent.,’a rate never yet authori¬ 
tatively attained during our sharpest J)anic 3 , was enough to 
mark the proposal as impracticable. In timps of pressure the 
right course is to endsavour to allay alarm, not to inflame it. 
With any charge beyond^ 5 per cent, the public becotnos uneasy. 
A moderate rate for ^he'exdess issye like that charged at the 
Bank of Germany i[Chapter XVI.,'p. 1,54) is more ad/antageous 
i both for th^Bank, the revenue,' and the public. 

*The proportion of the reserve 'to the liabilities and to. 
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the bank^rs’-balances was as follows during*thesharpest pressure 
of the crises of 1847, i857> and 1866. . 

October 30th, 1847.—Reserve 12 per cent, of the liabilities, 

• and only sufficient to meet 81 per cent, of the bankers 
balances. Bank r.ite 8 per cent. . . . . ’ 

November i ith, 1857.—Reserve 7 per cent, of the liabilities* 
and only .sufficient to meet 30 per cent, of the bankers 
balances. Bank rate 10 per cent. 

May 16th, 1866.— Reserve 5 per cent.’of th6 liabilities, and 
orjy sufficient to meet 15 per cent, of the bankers 
balances. Bank rate 10 per cent. 

Th§ increased severity of each crisis is marl^ed in the 
smaller proportion of the reserve both to the liabilitias and 
the bankers’ balances on each of the later occasions. 1 he 
principle of the Act of 1844 was actually infringed only in 

the panic of 1857. 

The particulars of what occurred in 1857 are given, as 
incorrect statements are not infrequent. Those for 1847,’1866, 
and 1890 are added by way of illustration. 


Year and 
Month. 

Gold Bullion tn 1 

Issue Depart- j 
mcnt of Bauk. | 

1847 . 

. 1 1 

Oct. 16 

7,990,000 1 


7,865,(500 1 

„ 30 

8,000,000 j 
8,426,000 1 

Nov. 6 

,> 13 

8,848, (XW 

» 20 
1857 . 

9,526,000 

Oct. 3 

10,078,000 

10 

8,925,000 

17 

.. 24 

8,777,000 

„ 31 

8,155.000 

Nov. 4 

7,947,000 

.. 11 

6,666,000 

18 

6,080,000 

6,784,000 

„ 25 

Dec. 2 

6,896,000 

.. « 

7,568,000 


Reserve of 
Notes. 


£ 

2,630,000 

i»547,ooo 

1,177,000 

2,030,000* 

2,798,000 

4,228,000 

4,606,000 

4,024,000 

3,217,000 

3 , 486 , 0(10 

2,258,000 

2,i55.ootr 

958,000 

i,I 48 , 0 (»* 

1.919,op 

2,268,000 

Jgoo.ooo 


Rale 1 
of 1 )is- 1 
count 
percent. 

Year ami 
Month, 

Clold bullion in 
Issue Depart¬ 
ment of Bank. 

Reserve of 
Notes. 

Rme 
of Dis¬ 
count 
percent. 

si 

1857. 
Dec. 16 

L 

8,926,000 

£ 

5.757.000 

10 

8 

23 

10,209,000 

7,426,000 

10 

8 

„ 30 
1866. 
Mar. 21 

10,905,000 

6,065,000 

8 

8 

8 

13.5s4.000 

7,918,000 

6 

8 

„ 28 

13,503,000 

13,486,000 

13.363)000 

6,881,000 

6 

si 

Apr. 4 
„ 11 

6,153,000 

6,318,000 

6 

6 

6 

18 

I'?,042.000 

S 7 p,,ooo 


7 

„ 26 

n,oo5,ooo 

5,844,030'”* 

6 

8 

Muy 2 

12,712,000 

4.839,000 

6 

8 

8 

,, » 

12,295,000 

4.950.000 

8 

„ 16 

ii, 85 i,(xx) 

731,000 

10 

10 

,. 23 

ii,3oo,o<x) 

831,0(30 

10 


,, 30 

11,434,(300 

415,000 

10 

10 

Tunc 6 

12,620,000 

2,167,000 

10 

10 

■ 18 

13.604*000 

2,729,exx) 

10 

10 

„ 20 

14,174,000 

• . 

J, 067,000 

10? 


* ^ 2 ,ooaooo was ondei authority of Treasiuyjcfter, 7*0^. iztb, 1857, *‘^'*®‘* 
securities to the Issue Bfcpartiuent to tL rfturns from No(f f 

.inclusive. The stnct limits of theAcl^f 1844 were only exceed.^ m the returns ^ 

25th Nov., !8S7.-Palgrave, Dtiiimary of PoUtical Kcottom}!, »ol. 1. art. by Mr. W. FowFe , 

“ Crises,” pp. 461-6. • • 

• t Rcducetl to 8 tier cent. Aueust 6th. 
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iFiGURES FROM NEAREST RETURN. 


t Date. 

Gold Bullion In Bank 
In both departments. 

Reserve of Notes.* 

j- 

Rate of Discount 

1 per cent. 

1890 . 

1 

£ 


Oct. 15 

19,793,000 

10,275,000 

' 5 

„ 29 

19.759.000 

10,600,000 

i 

Nov. 12 

19,137,000 

10,024,000 

„ 19 

22.qi;8,ooo 

13,378,000 

6 

„ 28 

Dec. 10 

24,683,000 

n;,:^oq,ooo 

6 

24,832,000 

15,904,000 

5 

.. 17 

24,375,000 

23.338,000 

15 . 797,000 

s 

„ 24 

14,205,000 

5 


The general averages of the proportions of the. reserve to 
the liabilities and of the London bankers’ balances to the 
reserve when the various rates specified were charged between 
the jcars 1844 and 1878 are given in the table which follows. 
This statement has not been carried further, because since the 
, amounts of the London bankers’ balances have not been 
published, since it is not possible now to make any similar 
statement up to a later date complete. It will be observed, 
however, that in general the principle that a low figure for 
the reserve accompanies a high rate of interest holds good.” 
There does not appear to be any corresponding connection 
between the proportions which the bankers’’balances bear to 
the reserve and the rate charged. 

General Averages of the Proportions of the Reserve 
TO THE Liabilities, and of the London Bankers’ 

Balances to the Reserve, when the various Rates 
specified were charged— 1844 to 1878. 


Bank Kate of 
Discount per cent. 

Times Charged. 

Average 
Proportion per 
Cent, of Reserve 
to Liabilities. 

Average 
Proportion per 
Cent, of London 
Bankers' Balances 
to Reserve. 

10 

2 ' 

iS 

86 

9 

5 

zS 

7.3 

8 

15 

30' 

78 

*» 

6J 

21 

3 ^ 

67 

2 

‘9 

53 

6 

28 

30^ 

61 

Si ' 

6 

37 

56 

5 

33 

36 

' 67 

4 i 

r " 20 

43 

58 

, 4 

40 

36 , 

. 64 

3 i • 

30 ' 

4 S 

66 * 

3 



57 

, 

‘ 18 

"50 

50 

»i 

X • 

f9 . 


2 

1 8 

SO 

78 

Kumbei of changes 
in rate . . . 

1 

— 

t 
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The following is the Act required to indemnify the Bank of 
England against the legal risks it ran by exceeding the limits 
of issue prescribed by the Bank Act of 1844 in 1857 :— 

« 

Anno Vicesimo Pritno Victoria Regina, Cap. i. 

An Act to indemnify the Governor and Company of the Bank of 
England in respect of certain Issues of their Notes, and to 
confirm such Issues, and to authorize further Issues for a Time 
to be limited. [12th December, tSsy.j 

• 

, Whereas by the Act of the Session holden in the Seventh and Eighth 7 & 8 Viet. 
Years of Her Majesty, Chapter Thirty-two, “to regulate the "issue of 32 - 
Bank Notes and for giving to the Governor* and Company of the Bank of 
England certain Privileges for a limited Period,” the Governor an(^, 

Company of the Bank of England are prohibited from issuing Bank of 
England Notes eitlier in the Banking Department of the Bank of England 
or to any Persons or Person whatsoever, save in exchange for other Bank 
of England Notes, or for Gold Coin, or for Gold or Silver Bullion 
received or purchased for the Issue Department of the said Bank undpr 
the Provisions of that Act, or in exchange for Securities acquired and 
taken in the said Issue Department under the Provisions therein con¬ 
tained : And whereas under the '.aid Act and an Order in Council issued 
under the Provisions thereof the Amount of Securities to be acquired and 
taken in the said Issue Department stands limited not to exceed the Sum 
of Fourteen million four hundred and seventy-five thousand Pounds: 

And wheieas by a Letter dated the Twelfth Day of November last the 
First Lord of the Treasury and the Chancellor of the Exchequer informed 
the Governor and the Deputy Governor of the Bank of England that 
Her Majesty’s Government had observed with great Concern the serious 
Consequences which had ensued from the recent Failure of certain Joint 
Stock Banks in England and Scotland, as well as of certain large mer- 
caatile Firms chiefly connected with the American Trade; that the 
Discredit and Distrust which had resulted from these Events, ana*Kae 
Withdrawal of a large Amoun\ of the Paper Circulation authorized by the 
existing Bank Acts, appeared "tb Her Majesty’s Government to render it 
necessary for them to inform ^he Bank of England that if they should be 
unable in the present Emerg^tcy to meet the Demands for Discounts and 
Advances upon approved Securities without exceeding fhe Limits of their • 
Circulation prescribed by the A^t of One thousand, eight hundred •and 
forty-four, th(i»Govemme;it would be prepjircd propose to Padiament 
upon its fluting a Bill of Indemnity for aay EiccesB so issued; and that, 
in order to prevent that temporary Relaxation of the Law being extended 
•beyond the actual Necessities of*the Occjision, Her Majesty’s Government « 
were of opi.tion that the pfnk Terms of Discount should not bp seduced 
below their then present Rate; And whereas the Governor and Company , 
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of the Bank o{\Enghtnii have since the said Twelfth Day of November 
One thousand eight hundred and fifty-seven issued Bank if England 
Notes'in exchange for Securities acquired and taken in the said Issue 
Department beyond the Amount limited by Law, and it is expedient that 
the Acts of the said Governor and Company in relation to the katters 
aforesaid should be confirmed, and that the Restriction on the Amount of 
the Securities to be acquired and taken in the said Issue Department 
should be suspended for a limited Time: Be it therefore enacted by the 
Queen’s most Excellent Majesty, by and with the Advice and Consent of 
the Lords Spiritual and Temporal, and Commons, in this present Parlia¬ 
ment assembled, and by the Authority of the same, as follows: 

« 

Issues of I. All such Issues of Bank of England Notes as may have been made 
<. Governor and Company, or by their Order or Direction, since 

Notes Twelfth Day of November One thousand eight hundred and fifty- 

since rath seven, although beyond the Amount authorized by Law, and all Aits 
^ov.,1857, 'uecessary for the making of such Issues, and for the acquiring and taking 
of thrae* Twelfth Day of November One thousand eight hundred and 

autliorized fifty-seven Securities in the Issue Department of the Bank of Englani 
by Law beyond the Amount authorized by Law, shall be confirmed and made 
confirmed t^e said Governor and Company, and all Persons who have 

valid concerned in such Issues or in doing or advising any such Acts as 

aforesaid, are hereby indemnified and discharged in respect thereof, and 
all Indictments and Informations, Actions, Suits, Prosecutions, and Pro¬ 
ceedings whatsoever commenced or to be commenced against the said 
Governor and Company or any Person or Persons in relation to the Acts 
or Matter aforesaid, or any of them, are hereby discharged and made 
void. 

The Re- II. So much of the said Act of the Seventh and Eighth Years of 
striction jjgj Majesty as limits the Amount of th^ Securities to be acquired and 
Amount of tbe Issue Department of the Bank of England shall be and be 

Securities deemed to have been suspended as from the Twelfth Day of November 
to be taken One thousand eight hundred and fifty-seven, and shall continue suspen 4 ed 
uotiV the Expiration of Twenty-eight Days after the First Meeting or 
me^'* Sitting of Parliament in the Year One thou.,and eight hundred and fifty- 
suspended. eight, subject to the Proviso herein-after o-ntained, and during such Sus¬ 
pension the Provisions of the said Act in relation to the Issue of Bank of 
England Notes shall be construed and take^effect as if the Restriction on 
the Amount of Securities in the said Issue Department, and the Prohibi¬ 
tion of the lncrease of such Amount and of the Issue of additional Bank 
of England Notes thereon, had not been contained in the said Act: 
Provided always, that, if before the Expiration of the Time herein-before 
limited the Governqr'aud Company of the Bank of. England*>^'ie public 
Notice that they have reduced the mininfum'Rate of Interest required by 
them Wow the Rate of Ten per Centum per Annum, the said^Suspension 
shall cease. 
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III. Ujon or before the Expiration or Cesser of the suspension afore- Jhe Issues 
said the Excess of Issues herein-before confirmed shall jfe reduced to the 
Amount which would have been authorized by Law if this Act hid not 
been passed; and, subject to the Indemnity and Discharge hereby given, or before 
all the Provisions 5f the said recited Act shall, after such Expiration or the Expi- 
Cesse^ be and remain in full Force. ' thelus”^ 

pension. 


The bill proposed by Lord Sherbrooke (then Mr. Robert 
Lowe) in 1873 to allow the Bfftik of England to exceed in 
certain contingencies the limits fixed for the issue by the 
4 ct of 1844 is printed here in full. 


(36 F/rf.) Bank of EnglanU Notes. 

A Bill to provide for authorising in certain contingencies a ten* a-d- tSTS.* 
porary increase of the amount of Bank of England Notes issued 
in exchange for securities. 

Be it enacted hy the Queen’s most Excellent Majesty, by and with the 
advice and consent of the Lords Spiritual and Temporal, and 
Commons, in this present Parliament assembled, and by the authority 
of the same, as follows: 


r. Whenever the First Lord of Her Majesty's Treasury and the 
Chancellor of the Exchequer after communication with the Governor 
and Deputy Governor of the Bank of England are satisfied— 

(1) That the minimum rate of interest then being charged by the 
fiovernor and Company of the Bank of England on discounts 
and temporary advances is not less than twehie per cent, per 
annum; and 


Power to 
authorise 
temporary 
and special 
issue of 
Bank of 
England 
notes. 


(2) That the foreign exchanges are favourable to this country; and 


(3) That a targe portion of the existing amount of Bank of England 
and other bank notes in circulation is rendered ineffective for 
its ordinary purpostj by reason of, internal panic: 


they may, by order under than hands, empower the issue department of 
the Bank of England to make, in excess of the authorised issue, a special 
and tempoiary issue of Bank of England notes, by delivering the same 
into the banking department in exchange for and on the credit of an 
equal amount cf Government '■ecurities to be timisferred to the issue 
department,jnd the said Governor and Compiyiy shall pay int^est into 
the Exchequer on the amount of notes so isaued«by them at such rate, 
being notTess than twelve per cent, pgr annum, as ifiay from time to time 
’ be fixed by the First Lord *of the Treasury and'Chancellor of the 
Exchequer and in adi^itlbn thereto the^amdunt of apy furthgr profit 
• which they may derive from Ae said issue. 
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Order may 2. The FirstV^or^ of the Treasury and the Chancellor of the Exchequer 

may, if they thinfc it expedient, by order under their hands, rescind and 
scinded or pyfsyan^e gf (ijig and^make any new order in 

pursuance of this Act. 

3. Ther^ shall be paid to the said Governor and Company such sum, not 
exceeding the rede of two per cent, on the amount of such issue, as may be 
agreed upon between the said First Lord of the Treasury and Chancellor of 
the Exchequer^on the one part, and the said Governor and Deputy Governor 
of the Bank of England on the other part, to be a fair allnoance to the Bank 
for the risk, expense, and troubkdncurred by it in making such issue. 

4. A copy of every order made under this Act shall,be forthwith 
published in such manner as the First Lord of the Treasury and t}>e 
Chancellor, of the Exchequer consider best calculated for giving public 
and general notice thereof, a'nd shall be laid before both Houses^ of 
Parliament within fourteen days after it is made, or if Parliament be not 
then sitting, within fourteen days after the then next meeting of Parliament. 

5. This Act may be cited as the Bank of England Notes Act, 1873, 
and shall be construed as one with the Act of the session of the seventh 
and eighth years of the reign of Her present Majesty, chapter thirty-two, 
intituled “ An Act to regulate the issue of bank notes, and for giving to 
the Governor and Company of the Bank of England certain privileges for ■ 
a limited period.” 

[Sec. 3, in italics, is thus in the original print of the Bill.] 
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title. 




CHAPTI^R X 

VARIATIONS IN THE RATE CHARGED BY THE BANK 
OF ENGLAND FROM 1844 TO 1900 
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Facts shown in Table 13 brought together 
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The vast growth of loanable capital in 
the country renders it more difficult 
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Though the rate of discount charged by the Bank of England 
is, perhaps, no longer at the present time so exact a g«uide to 
the movements of the ifioney market as formerly, yet it is still 
a most valuable index to''the fluctuations in that market, and to 
the course of monetary affairs generally, and ah examination 
into the variations, of die rate charged is a necessary part of 
an analysis of the transactions of the Bank. The tables which 
will be fouad in this chapter hav§ been prepared for the pur¬ 
pose oi giving informatiop on this •po’jjt. Of these tables, 
,the first, N<T 12, p. ^>7, .givfes* the average' rate of discount 
charged ptonth by menth by th6 Bank of "England from 1845 
io 1900, in* groups of tefl years, *1845-54, 1855-64, 1865-74, 
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1875-84, 1885-04, for the six years 1895-1900,'and for the 
whole period, 1^5 to 1900. The statement has been sub¬ 
divided thus into short periods to facilitate the study of the 
fluctuations in the rate by those who desire to give the subject 
, close attention. It also shows the proportion which the rate 
pharged in each month bore to the average rate of the decade. 
Table’ No. 13, op. 98, 99, gives,at one view a statement of the 
changes in the Bank rate from the date in 1844, when the 
Bank Act came into operatibn, to the close of the year 1900. 
It gives the number of changes of the rate in each ypr, and the 
total number of days at each rate in each year. Table 37, 
p. '196, shows the ,lumber of variations in the rate and the 
years,in which these variations occurred, and Table 38, p. 197, 
shows the range of variation in each year. The Table 14, 
p. 100, gives the number of days at each rate, arranged from 
* the lowest rate to the highest; and the number of days at 
each ratej arranged from the greatest number of days which 
each rate lasted to the smallest. 

These tables thus form, collectively, a kind of rough chart, 
showing the course which the market value of money has taken 
during the entire period over which they extend. Some curious 
information can be gathered from examining them. First, there 
is a great difference, as will be seen from Table 13, pp. 98, 99, 
between the course of business in one year and another. In two 
years, 1851 and 1895, no change is marked ; in four years, 1844, 
1846, 1849, and 1850, there is but oae alteration of the rate. 
It will be noted that these years in which so little fluctuation 
took place all occurred during the first seven years, between 
1844 end 1850. By way of contrast, in one year, 1873, ho 
less than twenty-four changes, one nearly every fortnight, 
are marked. Next, if we look dow'n the column in the 
table giving the total number of changes in the Bank rate, 
we shall be struck with the fact of how much that number has 
increased. As far down as the year 1859 the changes are 
-comparatively few in number. Yet the period, from 1844 
to 1859 included two panics, those of 1847 and 18517, both 
of them of considerable severity. ■ In both of tnesi. years, 1847 
ahd 1857, the changes ,in the Bank rate amounted to nine. 
This was considered in those days an almost unprecedented 
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TABLE 12. 


Vf.^n.1) , Averages of Minimum Rate of Discount of Bank of England 1845-1900. 
in groups of Ten Years, 1845-54. i 8 S 5 -« 4 . 1865-74, 1875-84, 1885-94, and o{ 
Six Years, 1895-1940, with Summary Table, 1845-1900. ^ 


Month. 

184 S-M. 1 

1865 - 64 . 1 

1866 - 74 . 1 

1876 - 84 . 

Average for 
the Ten Years, 
id. 

Av. of 
Ten 
Years 
= 100- 

Average for 
the Ten Ycar.s, 

iCi i 3 f. qd. 

Average 
of Ten 
Years® 
100. 

« 

Average for 
the Ten Years, 
£i 16J. \d. 

AveragI 
of Ten 
Years® 
xoo. 

Average for 
the Ten Years, 

£i 3 J. ijrf. 

Average 
of Ten 
Yeare® 
too. 

4 

(annary 
February . 
March 
ipril. 

May . 
fune . 
iuly . . 

A.ugust 
Septembei. 
October 
November . 
December . 

i r. d. 

3 5 8 
360 
360 
371 

3 7 7 
384 

380 

3 7 10 
378 

3 10 10 

3 >5 1 

3 10 10 

96 

96 

gS 

99 

100 

99 

99 

99 

104 

no 

104 

£ !■ d. 

4 IS 8 

4 16 5 

4 12 5 
4112 

4 15 8 

496 

4 4 5 
432 
446 

4 12 4 

5 4 9 

5 3 3 

J04 a 
100 

98 
103 

97 

9 ‘ 

90 

9 ‘ 

99 

in 

£ I. d \ 

3 17 8,. 

3 12 9 

3 10 I 

3 n 'I 
438 

3 19 8 

3 13 w 

3 13 0 
322 

3 ro It 
488 

3 !9 1 

' lOI “ 

96 

92 

94 

no 

lOS 

97 

97 

82 

’05 

n? 

104 

£,l. d. 

•3 '7 5 

3 .5 11 

8 ' 7 . 
2 15 8 

2 16 3 

2 15 2 

2 14 6 

2 15 9 

3 1 3 

3 10 10 

3 18 2 

3 15 10 . 

1" 

103 

96 

87 

" 88 

86 

8S 

87 

96 

nr 

122 

ng 

Difference : Highest and Lowest 
Month, 9;. sd. 

Mean of extreme Variations for 

1845-54. fh 

Difference: Higliestanil 
Lowest Month, 41 is. jd. 

Meat, of extreme Vari* 
ations ior 1855-64, ii' 5 “L 

Difference: Highest and 
Lowest £i bs. 6d. 

Mean of extreme Vari¬ 
ations for 1865-74. *7*57« 

Difference: Highest and 
lA)west Month, tCx jr. Bd, 
Mean of extreme Vari¬ 
ations for 1875-84, x 8 *s 7 o 



1885 - 94 . 

Month. 

Average for 
the Ten Years, 
jC 3 I*- 

Averse of 
Ten Tears. 

46 . 100 . 


£ s. d. 

128 

January . 

4 1 I 

Felrtnary. 

3 6 I 

los 

March . 

2 iB 6 

93 

April 

2 13 2 

^84 

May 

2 14 2 

86 

V/ 

June 

2 10 10 

July 

290 

78 

August . 

2 16 6 

%Sg 

September 

344 

M 2 

October . 

3 10 lo 

Til 

November 

3 16 9 

122 

December 

3 17 4 

122 

i 

Diflerenc ' ‘ F ig 
£x tas. td. 

W * 

lest and Lowest 

Month, 

a 


Mean of ext'ftnu Variatg'ns for xB85-^4, 

•sV. 


1 1895 - 1900 . 

1845 - 1900 . 

Average for 
the Six Year., 
£i <“• id. 

Average of 
Six Years 

-4 100 . 

Average for the 
Fifiy-six Years, 
£i 

Average 
Rate of 
Fifty-six 
Years® 100. 

£ .. d. 


£ I. d. 


365 

no 

3 >9 1 

no 

2 16 5 

94 

3 n 3 


2 16 8 

94 

390 

* 96 

2 17 *8 

96 

3 6 10 

93 

2 17 4 

9 S 

3 II 0 

99 

2 10 7 

84 

3 6 7 

V 

2 10 10 

84 

3 . 4 6 

89 

2 13 6 

89 

364 

9 “ 

215 s 

92 

367 

92 

392 

”S • 

3 17 3 

108 

3 >3 4 

121 

4 .3 8 

116 * 

3 16 8 

727 

4 1 10 < 

"3 

Dift’ereifce: Highest an?l 

Different: Highest and 

Lowest Moi^h, £t 6sftd. 

Lowest Month, x^x. td. 

Mean of extreme^art- 

Mean of extreme Vari- 

ation^for 1895-1900, ai'S*U * 

ations for 1845-1900,13*5 /, 

—. . 'a 
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TABLE 13— confinutd. 

MINIMUM RATE OF DISCOUNT, i 844 -i 9 oa 

Bank of England, and the Number of Days at each Rate in each Year, 

Act came into Operation), to 31st December, 1900. f 

-- —^—*1 ----^ ^ 

4J% i'A sl% «% Ymh 

» — . .. lOW^. 

Days, Days. Days. Days. Days. Days. Days. D.iys. Days. Days. 
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TABLE 14. 


c-Bank of England—Rate of Discount—1844-1900. The Number of 
, Days at each Rate, arranged from the highest number tb the 
smallest. 


Number of D»ys (20,570). Rate Per Cent. 


4,907 . • 

■ 1 3 

3.409 

. 2 

*,997 

*i 

2,698 _ . 

4 

2,012 •' . 

5 

1.7S9 

■ ' 3i 

868 

6 

577 

7 

481 

4 i . 

268 

8 

*59 

si 

141 

10 

95 

9 

91 

6J 

28 

*i 


Number of Dayss i,aoo. 
239 
166 
. 146 
131 
98 
84 
43 
28 
23 
13 
13 
7 
6 
4 


20,570 


1,000 


Bank of England—Rate of Discount—1844-1900. The Number of 
Days at each Rate, arranged from the lowest r&te to the 
highest. 


Rate Pec Cent. 

Number of Days ( 20 , 59 o). 

Number of Days=1,000, 

2 

3,409 

166 

*i • 

28 

— 

*i . 

*,997 

146 

3 

• . 4,907 

239 

3i • 

>.739 •' 

84 

4 

2,698 f 

131 

4i 

481 

23 

5 

2,012 . 

98 

5i • 

’■ ■ 259 •' •• 

13 

* 6 

. • . 868 

43 

• 

, 9 > 


7 

• • ^ . 577 

28 

8 

, . 268 ‘ . 

, . ./-ll 

9 

•• ‘95 ' • • • 

6 


. • • *> 4 > • • 

• 

• 


• 

to,57o 

' 1,000 

« 















CH.X] DETAILS OF VARIATIONS, BANK OF,ENGLAND loi 

number of Variations. If we exclude these two years, we shall 
find in the fifteen ^ears under observation, namely, those from 
1844 to 1859, only two years, 1855 and 1856^0 the firsf of which 
the nbmber of,changes was eight, in th&fsecond seven; two 
years besides, 1853 and 18 58, in which the/were six in number 
in one year, 1859, there were five changes; in one year, 1851, 
no change whatever was recprded; in the remaining seven * 
years the number of changes varied from one to three. But 
from i860 to 1874 a totally different state of things prevails. 

If we cariy our eyes down this later part of the column we 
shall find that, with the exception of the year 1862, in which 
there were five changes, no year between i^flo and 1874 
has less than ten changes recorded as occurring in ft, wj,th the 
exception of those years which, like 1867 and 1868, were years 
of recovery from great commercial depression. In 1872 four¬ 
teen changes were recorded; in 1873, as mentioned before, no' 
less than twenty-four; and in 1874 thirteen. 

Between 1875 and 1900 the yearly fluctuations were not so 
numerous. Both in 1875 and 1893 there were twelve, in 1890 
there were eleven, in 1891 ten, in 1888 nine, in 1889 eight. In 
lone of the remaining years did the changes exceed six or 
seven. In 1894 there were only two; in 1895, as in 1851, 
ihere were none. The diminution in the number of fluctua¬ 
tions is ft help to trade, as is a low rate of interest. 

If we examine Table 14, p. 100, in which the facts shown in 
Table 13, pp. 98, 99, have been brought together for facility of 
reference, we shall find that during the greater part of the time 
between 1844 and 1900 the rate charged by the Bank has been, 
:omparatively speaking, a low one. Out of 20,570 days under 
consideration, the Bank rate stood at 3 per cent., or below it, 
during 11,341—that is'to say during more than half of the 
whole time. And if we lake the rates up to 4 per cent 
inclusive, which we may call moderate rajes, as even 4 per 
cent, can hardly be called a high rate, we shall find tjjat they 
comprise jaore.thaa three-quarters oQ the,whole. ^ column 
has been added to the tablp for facility comparison, showing 
the propor^kittafe partpf tjie tkne which ead\fate has stood at,— 
reck<M\ing the whole^eriod as •equalling i»ooo. This coluifm 
shows thatiduring Aore than half of the whole fime a rate of 
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3 per cent, and below has been charged, and that rates varying 
from 4^ per cent, upwards to lo per cent, have beeif in force 
during one-fifth of^the whole period. The whole results may 
be summarised thu^: From 1844 to 1900 a low rate,, from 
2 per cent, tp 2^ p<;^r cent, was charged during 6,434 days, 
lieing more than one-quarter of the time; a moderate rattf, not 
exceeding 3 per cent., was charged during 11,341 days, more 
than half • the lime; a rate not exceeding 4 per cent, was 
charged during 15,778 dayj, more than three-quarters of 
the time; and during 4,792 days, little more than one-fifth 
of the time, a high rate of 4-^ per cent, and upwards was 
chafed. 

If we l®ok to table No. 13', pp. 98, 99, again, we shall see the 
history of the difficult times between 1855 and 1873 expressed 
very clearly, the years in which the Bank rate exceeded 6 per 
•cent, ranging from per cent, to 10 per cent, all, except 1847, 
falling within that period. Earlier than 1854 low rates generally 
prevajled. If we except the panic year, 1847, we shall never find, 
down to the year 1853 inclusive, the rate exceeding 5 per cent; 
and indeed a 5 per cent, rate was then most rarely attained. In 
those days a 4 per cent, rate was one of unusual-severity. In the 
latter part of the table higher rates have become more frequent. 
Though it may have been but for a week, yet during thirty-six 
out of the fifty-six years over which this table expends the 
Bank rate has reached 5 per cent.; even in such a year as 1876, 
during which the average rate for t]ie year was but a little 
more than half 5 per cent., being only £2 I2^. \d. for the 
twelvemonth, and in 1877, which the yearly average was 
only £2 185., the same result occurred. Thus also during 
thirty-eight years the Bank.rate has stood for some time, and 
frequently a long time, at 4 per cent. , Yet the fact that 4 per 
cent, and even,a lower rate has been charged for a considerable 
part of the year has not prevented the average for the whole 
year being high. Thus in 1866, when for k few days as low 
a rate as 3^^ per cent, was charged, the average rate for the 
whole yea^was ;^6'i9j.,‘^he highest recorded. Again, ip 1873 
the rate fluctuated, between '3 per cent, and 9 per with an 
average of £^ 155. lod. Between 1873 and 1900, however," 
the rate has -never exceeded 6 per qent., .though i| hlis*stood 
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at that fi|rufe in eight years, namely, in 1S74, 1875, 1878, 1882, 
1889 (for one day](( 1890, .1899, and 1900. 

During the years froin'1891 to 1897 low rates‘generally 
prev^led. In 1895 the rate stood at f. per cent, without 
change, and including that year„and 1894^ 1896, and 1897 2 pei^ 
cent.* was charged for 1064 days, equivalent to nearly tMree 
years out of the seven between 1894 and 1900. This, however, • 
has not prevented the fluctuations in the rate from‘being fre¬ 
quent and also distinctly marked. The.varia'nons have also 
become more extreme during the years from 1885 to 1900. ' 

The special circumstances connected with the Chinese- 
Japanese War indemnity and the large^dSposifS' Renee njade 
with the Bank of England in 1S95-6 partly accoifnt for the 
abnormally low value of money at that time. This subject is , 
mentioned in Chapter II., p. 18, in reference to the principal 
divisions of accounts of the Bank of England. * 

The further consideration of this subject—the nilmber, the 
extent, and the severity of the fluctuations in the rate charged 
at the Bank of England—will be continued in Chapter XX., 
p. 203, in which the same points will be taken up in 
reference to all the five banks whose operations are discussed 
in this volume. Meanwhile it is only right to refer to one 
cause of the greater susceptibility to fluctuation in the value 
of money in this country of recent years, namely, the vast 
growth of loanable capital in the country, and of the money 
held by banks and discount houses, in comparison with the 
reserve of ready money in the form of hard cash which is held 
against these liabilities. The real reserve in actual cash of the 
b^nks of the country is included in the reserve held by the Bank 
of England, and though that reserve, as compared with the 
amounts held thirty yeans since, has been augmented of late, yet 
the reserve of the Banjc has not been increased in proportion 
to the demands which,'may be made on it, and the average 
during the last four years dealt with in .this statement, 1897- 
19CX), actupjjy decreased. See Table col. 23, p. i;;^. 

It is advisable in refere^nce to .this p@int .to make a note of 
the sums%aid by the banks .of the United‘Kingdom, and to 
compare with these ^gures the amoynt of the reserve of the 
Bank of England. • 



104 


VARIATIONS IN RATE, BANK OF ENGLAND' (CH. x 

My own estimate* in Notes on Banking, made ih 1872, was 
that the amount of the capitals, deposits, and circulation of all 
the banks in the United Kingdom was at that date— 

’i Average ' Proportiorfpercenf. 

\ Reserve of ‘ of Reserve of Bank 


'..r 

' 1872. 

;;^584,000,000 


the Bank of 
England. 

;^l 2,100,000 

to Liabilities of all 
Banks to thd’Public. 
206 

1894. 

The deposits, cunent acconnts, 
and note circulation of all the 
banks 'publishing accoun(:s in the 
United Kingdom were—* 

;^721,400,000 

f 

;£“ 25 , 8 oO ,000 

■ 3 - 5 S 

1895. 

• 7p.!,^o,^oo 


29,900,000 

■ 3-75 ' 

•1896. 

797,700,oolr- 


34,600,000 

• 4-33 

1897. 

* 816,400,000 


25,100,000 

■ 3-07 

1898. 

838,300,000 


22,900,000 

2-73 

1899. 

869,300,000 


21,200,000 

244 

1900. 

889,600,000 


21,400,000 

241 

1901. 

888,100,000 


24,046,000 

271 


Meanwhile as the amount of loanable capital outside the 
Bank of England has till recently increased in a larger propor¬ 
tion than the amount of loanable capital which the Bank holds, 
it has become more difficult for the Bank ‘ to maintain that 
influence over the market rate which it is needful for it to 
exert. The more close is the harmony existing between the 
market rate and the Bank rate, the more swiftly is ^he Bank 
able to influence the market rate, and thus to regulate the 
amount of its reserve. The more carefully the business of 
banking is conducted throughout the country the less will the 
danger be of those demands which arise through the results of 
inflation of business and overtrading. The influence which 
bankers generally can exert over the business of the country 
is very great, and considering the extreme delicacy of our 
money market, the more needful it is that that influence should 
be continually exerted on the side of prudence. 

“ This statement will give our readers a general view of the 
fluctuations in the rate of interest charged by ffie Bank of 
England during tfie period,‘from 1844 to 1900. We,propose . 
in the following chapters to carry the investigatip*!; somewhat 
fKither, and to examine also in some detail into the rateS 

„ . ’ • ' -v - . 

' « 

* S^e Banker^ Maganine, April, 1^2. Wateltlow and Sons, Liulitvi, London. . , 
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charged Jby* the Bank of France, the Bank of Germany, the 
Bank of Holland, and the Bank of'*Belgium. Tables have 
beem added, marked Table 41, {i 209, Tal^ 45, p. 2*16, which 
show'at one yiew the fluctuations in tlje rates of discount 
charged by these banks for tfie years/under ConsideratioiHk 
Table 37, p. 196, with the number of variations in the ratds 0/ 
discount; Table 38, p. 197, which shows the lowest and highest 
rates charged and the extent of the fluctuations; 'Table 39, 
p. 198, with a summary of the number and eiltent of annual 
fluctuationg in the rates charged; and other tables illustrative 
cf these details. These show generally what the course of 
these fluctuations has been. 
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SOME OF THE CAUSES WHICH INFLUENCE THE. RATE OF 


INTEREST CHARGED BY 
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Relatiorv between the Reserve of the Bank 
of England and the current Rate of 
Interest . . . . io6 

»Tendency towards lower rates for money 
during the last thirty-six years . . io6 

Average Rates for groups of years, 1845- 
1854^1895-1900 . . 106-107 1 
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and on business generally . . 107 
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year . . . . 107 
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Particulars of Scotch circulation in May, 

June, October, November, and De¬ 
cember for 1897-1900 . . 10^*109 

The most important causes of increaseil 
Scotch note issues in May and 
November . ... 109 

Reference to monthly fluctuations in the 
Rate at Banks of France, Germany, 
Holland, and Belgium . . . 110 ' 

Connection between demands made on 
account of Irish and Scotch Note Cir¬ 
culation and the Liabilities and Reserve 
of the Bank .* . . . HO 

Mr. Weguelin (1856) on the influence of 
the Scotch anil Irish Circulation on 
the Bank of England Reserve . .no 


A SPECIAL set of tables has been prepared to illustrate the 
relation between the reserve of the IJtink of England and the 
current rate of interest. These tables, No. ii, pp. 82, 83, and 
No. 12, p. 97, give the average minimum rate of discount 
for each month in the years 1845-1900, and the corresponding 
averages of the liabilities ar.d the reserve in groups generally 
of ten years each. The average yearly rate also requires 
attention. It is given in col. 46 of Table 3, p. 15. 

The average rate of interest charged by the Bank, after 
having increased from 1854 to 1866, has diminished, and, 
except in. 1872, 1873, 1882, and 1890, the tendenc]^ has been 
towards lower rates for .money almost uniformly for,the last 
thirty-six years. • • . •» 

'■ If we divide the peripd under consideration into six groups, 
—five of ten years each, 1845-54, 1855- 64, 1865-74, iS75-84,' 

, «• If 
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1885-94, and one of six years, i895-l9cfe—we shall find that 
the average rates in these groups were as follows:— 

• £ >■ d. 

1845-54 . . . 3 § 5 

1855-64 . . . 4 12 9 

1865-74 . . . 3 16 I 

1875-84 . * . . 3' 3 II 

1885-94 . . .332 

1895-1900 . . .304 

The average for the whole period 1845-1900 is ;^3 12s. 

On referring to Table 12, p. '97, from, which these figufts 
are derived, it will be observed that there is a periodic fluctuation 
from one season of the year to another. 

In all the periods into which this statSmen'e 5 s divijled, 
the months of winter are generally the time of the hi|^hest 
charges. In the years 1855-64 the rate in the month of May, 
and in the years 1865-74 the rates in May and June, were very 
high. But these were exceptions. As a rule the autumn and 
early winter months are the times of greatest business activity, 
which sometimes affects the rate as late as the months of 
January and February. The demands which the home harvest 
brings are great; the demands which foreign supplies of all 
kinds entail are more pressing still. The large amounts of 
produce then coming forward affect the money market; and 
a deficient harvest (should there be a short supply) usually 
manifests, itself about the third week in October. The ship¬ 
ments of corn also from America generally commence early 
in September, and intensify up to the middle of November. 
These causes, and others of a kindred nature which there is 
no need to specify, account for the autumnal demand.* They 
do*not, however, exist in the spring. In the month of May, 
a corresponding, though slighter, hicrease of pressure may be 
observed to that taking place in October, November, and 
December. The openijig up of those sources of importation 
which have been lockfd up by the severity of the winter 
probably accounts’^for a considerable p.art of {he increased 
demand foj gioi\ey indicated by a rise ir| its value. Siyne effect 
also must be assigned to the perlojdic ig^case in the Scotch 
note circuftrirainn the months of May and^ November. Any 

Increase in that circulation beyond {he limits fixed by the 
» » »■ • ' . 

^ See Chapter XIV., p. 138, “The Autumnal Drailt” 
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legislation of 1844 and 1845 causes an immediate'demand on 
the reserve of the Bank of England for golcj. The increase in 
the Scotch circulation beyond the limit of 1845 did not become 
very distinctly marked till 1856. It has become much^iore 
■e-msiderable 'of late\ It will pe observed that the Bank 
ratfe in May was for the years 1845-54 below the average 
of the year. For the years 1,865-74 the rate in May was 
higher than in any other month of the years included, except 
November. 1 he particulars of the Scotch circulation in May, 
November, and December, for the years 1897-1900, are as 
follows:— 


Authorised Limit or Scotch Bank Note Circulation (;£2,749,27i) and 
• Gold and Silver Coin Held. 


»» 97 . 

Actual Circotaiion. 
Average of X897, 
;C 7 . 33 o.«>o. 

May 

• • 7 ) 5 ^^,ooo 

June 

. 7,875,000 

October 

. 7,445,000 

November 

. 8,026,000 

December 

. 7,674,000 

1B98. 

Average of 1B98, 
£,1,107,000. 

c 

May 

. 71584,000 

June 

. 7,943,000 

October 

. 7,688,000 

November 

. 8,260,000 

December 

. 8,025,000 

1899. 

Average of 1699, 
£ 7 i 859 .<»». 

£ 

May 

■ 8 , 027,043 

June 

. 8,377,000 

October 

. 7,972,000 

November 

. 8,544,000 

December 

. . 8,268,000 

1900. 

Average of 1900, 
£ 7 . 959 iO«>- ■ 

May 

. 7,963,ocb 

June 

. . 8,463,000 

October 

. . 8,118,000'' 

November 

. 8,715,060 

December- 

. 8,566,000 


Gold and Silver 
Coin Held. 
Average of 1897, 
;£5.*50,ooo. 

£ 

.'i,S9S,000 

6,S40,000 

5,979,000 

0,496,000 

6,S11,000 


Average of 1S98, 
,£6,ora,000. 

. £ 
6,041,000 

6,957,000 

6,209,000 

6,742.000 

6,566,000 

r 

Average of 7899, 
,£6,431,000. 

£ 

6jS60,000 

6,879,000 

6,694,000 

7,162,000 

6,858,000 

Average of 1900, 
,£6,461,000. 

£ 

6,996,000 

6,919,000 

6,666,000 

7,194,000 

7,027,000 


For the year ,1900, the gold held against' tht v.extra note 
circulation in Scot^'ind irr the months mentioned above Exceeded 
the average holdin'g by ;^7oo,®oo., The difief^ilre between 
the highest and lowest holdings of specie,is far larger djjin this)^ 
and forms a‘perfectly needless demand on the central specif , 
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reserve (rf the country. This subject is examined into further 
in Chapter XII., p. 112, which deals with the Scotch and Irish 
note^irculations. 

It may be desirable to mention here the causes which lead 
to these periodic, though tempdrary, req^rements for note^i®" 
Scotland. 

« 

“ The main causes of the increased note issues in May and 
November are undoubtedly these^— 

“ 1st. The payments of rents and interests on mortgages, 

, which, in Scotland, are almost uniformly made at 

the half-yearly terms of WJtiitsuhtidS’ (15th 5 ^ay) 
and Martinmas (nth November). * 

“ 2nd. The settlement of all important transactions in herit¬ 
able property, which are also fixed for the same 
terms. » 

“3rd. The payment of household servants’ wages, and in 
many cases salaries, at the same period. » 

“ These payments are to a large extent made through the 
medium of bank notes, and thus these notes get into hands 
where they remain for a time, many of the parties who receive 
the notes having no bank account. 

“ It is further to be noted :— 

“ 1st. That on the 4th of the month an unusually large 
amount of bills falls due, and if the 4th happens 
on a Saturday (the day when the returns are 
made up) we generally look for a heavier return 
on that account. 

“ 2nd. The November return^ are usually heavier than 
those in IVlay, because of the requirements of the 
harvest, travellers, etc. 

“3rd. In the countiy districts the term-day is in many 
places reg*ulated by the old Style, and thus t|)e 
payment of farm rents ruhs on ihto Jflne and 
' December.” 

, This staicmeni is* taken from a description of the circum- 
stancesosvritten to nje in 1872 tfy a welUkn^wn Scoti^i banker, 
•the late Dt Charles Gardner, aj that time General Manager 
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of the Union Bank of Scotland Mr. George Anderson, the 
Treasurer of the Bank of Scotland, assures fhe that the circum¬ 
stances described by Dr. Gairdner are equally effective fc the 
present day. • 

\ It becpmes desirable to reier at this point to the monthly 
fluctuations in the rate of discount charged by the Bank of 
England, and to con^are them with the corresponding fluctua¬ 
tions in Fran(;e, Germany, Holland and Belgium. The rates 
of the Banks of England, France, Germany, Holland and 
Belgium have therefore been tabulated on a similar basis for 
the years .1^451900, and divided into periods generally 
speaking pf ten years, the six years 1895-1900 being formed 
into a separate table. While the tables show some pressure 
on the Bank of England in May, and in a much higher degree 
,in November, the other banks do not appear to experience the 
same influence as distinctly. The inference is that the Scotch 
demand in May and November may be of sufficient importance 
to affect the rate of the Bank of England. If we refer to Table 
II, at pp. 82, 83, which contains a summary of the monthly 
averages of the liabilities and reserve of the Bank of England 
for the years 1845-1900, we shall find that the liabilities of 
the Bank on average have been low in the months of May 
and November; that the reserve is comparatively weak in the 
months of April, May, October and November, anil the pro¬ 
portion of the reserve to the liabilities low likewise. Something 
may perhaps be due to payments of dividends in the months of 
April and October. It is probable that there is some connec¬ 
tion between the demands made on the reserve on account of 
the Irish and Scotch note circulation and these circumstances. 
The opinion that these demands on the reserve are not 
specially connected with the ordinary circumstances of the trade 
of the country is supported by a reference to the returns of the 
Glearing House when tabulated so as to show the amount of 
business passing in each month of the year. The particulars 
from 1868 .‘•o 1900 are given "in Table 18, m Chaplet XHI., at 
page 133. Those'li^ures do not sh’ow any excp^tiqpal demand 
19 the month of November and'not'a Very severe demand in 
May, and as the effect of a severe demand in May is noi trace¬ 
able in the ordinary course of business of this country, or in the ' 
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rate charged by the Banks of France, Germany, Holland and 
Belgium, and the ^verity of the demand in November in those 
courtiyies is not so great as in England, the inference is that 
the fluctuationsfihown to exist at the Bank of England at those 
periods are influenced in some ajJpreciable^egree by tjje reqijv^?* 
ments of the Acts of 1844-5 if' connection with the Scotch ancf 
Irish note circulation. 

This was noticed so far b<*ck as 1856 Ijy Mr. T. M. 
Weguelin, who was at that time governor of the Bank. 
Mr. Weguelin observed in a letter to the Chancellor of the 
Exchequer (Sir G. C. Lewis) on the effect of this,demand:— 

“ Now with regard to the oscillation of the internal circulation of 
the country, I may notice that there is periodically a demard for 
currency from the Scotch and Irish banks, which, whilst it produces a 
most sensible effect upon the Bank of England reserve, is uncontrollable, 
by any action of the Bank. At certain periods of the year, especially 
of the harvest, the demand for currency commonly greatly exceeds the 
authorised issue; and as the e.xcess must be issued on gold deposfted in 
certain specified places, that gold is withdrawn from the Bank reserve, 
to be again restored to it when the reflux of the currency of the Scotch 
and Irish banks takes place, which is usually in the months of December 
to March. The Scotch banks very generally exceed their authorised 
aggregate issue; but with the Irish banks, although the aggregate issue 
is not usually exceeded, yet it often happens that some are in excess, 
whilst othws are under the authorised amount. But as each bank has 
to provide for its own excess, the demand on the London bullion 
reserve is as great as if th^ whole Irish circulation had gone beyond 
its limit.” 

, The fluctuations in the note circulation in Ireland have 
rarely been as large as those in the note circulation in 
Scotland, the periodical fluctuations in which have greatly 
increased of recent years, and continue to increase. 

The subject is an important one, and, as mentioned above, 
requires to be exatninefl into further, owing* to the manner yi 
which specie is required to be held against th6 excess note 
circulation^ *of‘Scofiand and I reland'by the Baiil? Acts of 

1844-5. - . „ _ ‘ ; 

This will, therefore, be considered in the’next chapter. 
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The course of the Irish and Scotch note circulations, and the 
connection between the fluctuations in them and the reserve 
of the Bank of England, now require to be considered. By 
the Bank Acts of 1845 which refer to the Scotch and Irish 
circulations, specie is compelled to be held against any excess 
of the issue over- the limits authorised by those Acts. The 
note circulation in both countries, especially in Scotland, has 
greatly increased since 1845, I J^ave tabulated the figures, 
^oth of the note ‘circulation and of the specie held against it, 
in the same groups as for the other statements. These will be 
found in Tables iScand’id, on pages 118-120 and 224-123. In 
these tables the Stutemernts follow the order of the ^.months in 
^ch year as they stand in the calendar. As the nfetter, however, 
requires, further ponsidei^tion,‘owing to the influence \yhich the 
requirements of th- note circulations for specie have on the reserve • 


112 



cfl. xh] scotch circulation affects bank reserve 113 

. • 

of the Qs’-ah, I have arranged the figures again in Table 17, 
pp. 124-131. In this Table the months are not placed in the 
orde»,of the calendar, but irt that of the month with the smallest 
circulation first, thus proceeding to the highest. The averages of 
the Rank of England rate of disebunt are |dded, arranged injlf^ 
same manner. The columns of proportioW figures will enable" 
the reader to follow the course of events without-difficulty. As 
a rule it will be observed that th 4 specie held against the note 
circulation, both in Scotland and in Ireland, corresponds very 
closely in its movements with the note circulation, fluctuating 
as* the note circulation fluctuates. This is whaj .might be 
expected. The specie held by the Scotch and Iri^h bathks 
has reference far more to the note circulation than to their 
customers’ requirements for cash. If the reader will pass his 
eye along the table, keeping the columns of proportional figures ^ 
in mind, he will find that as a rule the months in which the 
note circulation in Scotland and Ireland, the specie held, and the 
bank rate are highest, in the majority of instances correspond. 
This is not invariably the case, but the recurrence is sufficiently 
frequent to suggest a connection between them. The principle 
by which the holding of the specie is regulated is described in 
a paper by the late Dr. Charles Gairdner, whom I referred to 
in the last chapter with reference to the movements in the 
Scotch no?ie circulation. I quote from him again here, as I 
know of no other statement which explains the point to which I 
desire to draw attention, m fewer and clearer words, and have 
only to express my regret that Dr. Gairdner has left behind 
him, so little in writing on these subjects. 

Dr. Gairdner headed his remarks, on the subject as 

• 

TAe Influence Exercised by the Bank Acts of 1844 and 1845. 

“ These Acts proceecf qp the preamble that ‘ it is expedient 
to regulate the issue*of bills or notes payable»t)n demand,’ and, 
the mode of regulation adopted is by prohiloiting tfie institution 
of any rew'bJnk'of issue, and imposing*qn those in»existence 
certain stringent^conditions.* It is "hot my||*mtention on this 
Ofcasion to enter on the general question flf bank notes, 
question'Which woul(j('require at'lqast’one aveni^ig to itself; 
and I therefot-e only ask your attention to the Vinner in which 



114 SCOTCH AND IRISH NOTE CIRCULATION' (ol xh 

( 

the regulations of tKe Bank Act exercise an influence on the 
reserves of coin. c 

“The general principle of the Acts of both years that 
gold must be held by the banks of issue, individually, for . 
‘•’whatever sum their actual issues exceed their authorised issues. 
Under the English Act this general principle is qualified by the 
fact that the country banks of issue in England are prohibited 
from exceeding, under any circumstances, the amount of their 
authorised issues, a prohibition which has the effect of com¬ 
pelling them to use the notes of the Bank of England to the 
extent whereby the demand upon them for notes exceeds their . 
authorised issues. Any expansion of notes in England, then, 
beyond the amount authorised in the Act, is necessarily an 
expdnsion of the note circulation of the Bank of England. In 
Scotland and in Ireland, on the other hand, the banks may 
increase their circulation to any extent in accordance with the 
public demand, provided that they have gold at their principal 
place of issue to an amount not less than the amount of such 
increase, ascertained as I shall presently explain. 

“ This being the general principle of the Bank Acts, there 
has to be noted a very important difference in its application 
in England as compared with Scotland and Ireland. At the 
Bank of England, where alone in England any expansion of 
note issues can take place, the official arrangements of the 
bank are divided into two distinct departments—a note-issuing 
department and a banking department. From the note depart¬ 
ment no notes can legally be issued, even for an hour, in excess 
of the authorised amount, //us the coin in that department. 

It follows from this that a sudden demand for notes made on • 
the banking department sufficient to exhaust their reserve 
will create a deadlock. 

“ In Scotland and in Ireland, on the other hand, no such 
^deadlock need take place, because any df,mand for notes, to 
whatever ejttent it^ may go, may be legally complied with, 
provided Jthat ok the 'average of four weeks, ascertained at the 
close of businesa-oh each succeeding Saturday, ,the issuing* 
banks respectively hold, at their prin<;ipal *^fice of issue, an 
amount of gold ^rresponding with the xcess of issue beyond 
tjie authorised j^mount. Contravention of this prpvision wouJi^ 
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involve a«certain pecuniary penalty on the offending bank; but 
contravention is improbable and unnecessary, because of the 
time!» allowed for strengthening the stock of gold through the 
principle of average over four successive weeks.’’* 

Hhe only source, however, from whj^h the gold requyeS 
can be obtained is from the reserve of the Bank of England. 
This subject has*been referred’to in Chapter IX. p. 81. The 
specie held in Scotland and Ireland does not form a special 
security against the note circulation. It is an asset held against 
the generaUiabilities of the issuing bank. 

• 

The fixed issue of the Scotch Banks was in *845 t . . ^3,o8f,ao9 

It was diminished by the failure of the Western Bank 

of Scotland, 28th August, 1858 ;^337,938 
„ City of Glasgow Bank, 2nd October, 1878 72,921 

- 410,859 > 

The fixed issue from 1878 to 1900 was . ... .^£^2,676,350 


Hence as the notes which had been issued by the Western 
Bank of Scotland and the City of Glasgow Bank were taken 
up by the other banks, the amount of specie (over ;^400,ooo), 
which represents the issue allowed by the Acts of 1844-5 
the Western Bank of Scotland and the City of Glasgow Bank, 
is now per-Tianently lodged in Scotland, with some ;if3,000,000 
more held against the excess of the aggregate circulation over 
the limit allowed. * 

The fixed issue of the banks in Ireland remains the same 
in 1900 as it was in 1845, ;^6,354,494. Ireland is the only 
part of the United Kingdom in which the note issue has re¬ 
mained without alteratiort since the Acts of 1844-5 were passed. 

The following statement shows the difference between the 
highest and the lowesf months from 1845-1900. It shows 
how much larger it# consequence the demand for Specie both^ 
in Scotland and Ireland is row than it was'in 1845:— 

* Tht Constitution and Course ojt the Montys Att'rlUt, *011 ARLES G AIRDNER, 
General Manage g(4the Union Bank .,of Scotland, Limitwl. Read before the 
^onomte Section of the G&sgow Philosophical Society, 20th February, i88ii 
(J. Maclehose and Sons, Glasgow, t888), ppl ij-17.* • 
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Scotch Note Circulation and Specie Held. • 


t 

1845-1854 


Nots Circulation. 


DifFerence between 
the highest 
month and the 
lowest month. 




Mean of 
the extreme 
variations 
during each 
Jj)ei*od. 
Kr Cent. 


8-S 


Specib Hbux 


Difference between 
the highest 
month and the 
lowest hiontb. 

£ 

*198,000 


Mea^r^ 
the extreme 
variations 
during each 
period. 
Per Gent. 

9 


1855-1864 . 

704,000 

8-5 • 

C 95 .°oo 

6-S 

1865-1874 .' 

814,000 

i.8-s . 

. 511,000 

8 

1875-1884 V. 

1,072,000 

^9-5 


10 

1885-1894 . 

1,092,000 

9 

945.000 

10-5 

1895-1900 . 

1,380,000 

9’5 

. 1.304.000 

0 

11 

[845-190P . 

839,000 

8-5 


8-5 

r, ' 

' Irish Note Circulation and Specie Held. 


1. 

Ndtb Circulation. 

Sprcib Held. 


Difference between 
the highest 
month and the 
lowest Diunth. 

{. 

Mean uf 
the extreme 
variation.^ 
during each 
period. 

Per Cent. 

Diflercnce between 
the highest 
month and the 
lowest month. 

£ 

Mean of 
the extreme 
variations 
during each 
period. 

Per Cent. 

.1845-1854 . 

999,000 

9 

. 1262,000 

8 

1855-1864 . 

1,005,000 

8 

. 302,000 

7 

1865-1874 . 

1,294,000 

9 'S 

518,000 

10 

1875-1884 . 

1,340,000 

9-5 

— 512,000 

8-5 

1885-1894 . 

974,000 

7-5 

_ ‘ 401,000 

6-^ 

1895-1900 . 

1,057,000 

8 

- 422,000 

7 

1845-1900 . 

1,103,000 

8-5 

352.000 

7 


* i846-54~Nine years in the case of specie held. 
1 1846-54—Nine years in the case of specie held. 
See Tables 15, J6, 17, pp. 118-131. 


It will be convenient here to quote the clauses of the Bank 
Acts of 1845 which regulate the holding of specie against the 
excess issue in Ireland and Scotland 


Anno Octavo et Nono Victories Regina, Cap. xxxvii. 

An Act to regulate the Issue of Bank Notes in Ireland, and to regulate 
the Repayment of certain Sums advapeed by the Governor and Company 
, of the Bank'of/rr/awif for the Public’Servioe. [2ist_/«^, 1845.] 

What shall " Clause XX.—And be it enacted, That in taking account of the Coin 
bt^'” helh by any Banker ^n Ireland with respect'to which"Btknk Notes to a 
Account of further ExtentSlsan tha Sum certified as aforesaid by the Commissioners. 

of Stamps and .Thxes may, under ihe Provisions of Act, be made and 
Banker, issued, there shall be included pnly the Gold and Silver Coin held by such 
Banker at the sivetal head Offices or principfl Places of Issue in Ireland 
‘of such Banke', such head Offices or principal Places of Isfue not exceeding 

















CH. Ml] ACTS REGULATING SCOTCH AND IRISH ISSUES 117 

• 

Four in Nuipber, of which not more than Two shall be situated in the 
same Province; and ev^ry Banker shall give Notice in Writing to the said 
Comipissioners, on or before the Sixth Day of December next, of'such 
head Offices or Principal Places of Issue at which the Account of Gold 
and Silver Coin held by him is to be taken as aforesaid; and ijo Amount Silver 
of Silver Coin exceeding One Fourth Part iof the Gold Coin held Ijy such 
Banker as aforesaid shall be taken into account, n^r shall any Banker be the P.d- 
authorised to make ahd issue Bank Njte^ in Ireland on any Amount of 
Silver Coin held by such Banker exceedinj the Proportion of One Fourth Quarter c 
Part of the Gold Coin held by such Banker as jiforesaid.—8" et 9° 

Victoria, Cap. 37, § xx. 

Amo Octavo et Nona Victoricc Regime, Cap. xxxviii. 

, • 

An Act to regulate the Issue of Bank Notes in Scotland. [21st July, 1845.J/- 

* • 

Clause X.—And be it enacted. That for the Purpose of ascertaining Mode of 
the monthly average Amount of Bank Notes of each Banker in Circula* ■ 

tion, the aggregate of the Amount of Bank Notes of each such Banker in average 
Circulation at the Close of the Business on Saturday of each Week during 
the first complete Period of Four Weeks next after the Sixth Day of Notes of 
December One thousand eight hundred and forty-five shall be divided by j 

the Number of Weeks, and the Average so ascertained shall be deemed to circula- 
be the Average of Bank Notes of each such Bank in Circulation during 
such Period of Four Weeks, and so in each successive Period of Four during the 
Weeks; and the monthly average Amount of Gold and Silver Coin 
respectively held as aforesaid by such Banker shall be ascertained in like after 31st 
Manner from the Amount of Gold and Silver Coin held by such Banker 
at the head Office or principal Place of Issue in Scotland of such Banker 
at the Close, of Business on Saturday in each Week during the same 
Period; and the monthly average Amount of Bank Notes of each such 
Banker in Circulation during ^y such Period of Four Weeks is not to 
exceed a Sum made up by adding the Amount certified by the Commis¬ 
sioners of Stamps and Taxes as aforesaid and the monthly average 
Amount of Gold and Silver Coin held by such Banker as aforesaid during 
the same Period. 

Clause XI.—And be it enacted. That in taking account of the Coin in taking 
field by any such Banker as aforesaid, with respect to which Bank Notes ffi® 
to a further Extent than the ^um certified as aforesaid by the Commis- Coin 
sioners of Stamps and Taxes may, under the Provisions of this Act, be 
made and issued, no Affiount bf Silver Coin exceeding*One Fourth Part silv«tCoiii 

of the Gold Coin held by such Banker as aforesaid shall be'taken iftto “ot jo «■ 
* cccu the 

account, nor .ShBil any Banker be authorised to'mak^ and issue Bank Proiportion 

Notes in Scotland on any amouni of Silvtt,Cwn held fey such Banker 
exceeding the Pr^pwrtion of One Fourth Part of the Gold Coin held Gold. ° 
by such Banker as aforesaid.—8°*et 9° Victorite, Cap. 38, §§ x. xi. 
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• TABLE IS. 

Monthly Avenges of Note CircnUtion and of Gold and Silver Coin hel/ in Scotland 
i84S-i9qp, in groups of Ten Years, 1845-54. 1855-64, 1865-74, 1875-84, 1885-94, 
and of Six Years, i895-t9(W, vrith Summary Table, 1845-1900. (The lyHnms 
of the specie held commence in 1846.) 



Note Circulation. 

Specie Held. * i 

—r 



1846-51 

.. _ 

* 1846-54. 

] 

’ro^tion 
of Specie 

0 Circttia* 
rion, 3»7. 

Average of 
fine Years, 
337. exao. 

• Month. 

Average for the Ten 
Years, ^£3,436,006. 

Average of 
Ten Years 
= 100. 

Average for the Nine 
Years, /|i,099,000. 

Average of t 
JJine Years 

«*K>. 


' 1 


1 



103 

January . 

t.uab.ooo 

100 

1,121,000 

102 

33 

February . 

3,^2, OX) , 

95 

1,122,000 

102 

34 

106 

March 

3,163,000 

gs 

1,113,000 

1,063,000 

lot 

35 

108 

April 

May 

3,187,000 

93 

97 

33 

103 

3,396,000 

99 

1,100,000 

I,IlS,000 

too 


100 

June 

3,633,000 

106 

102 

3‘ 

XI • 

July 

• 2,401,000 

99 

1,070,000 

97 

3' 

97 

Ai^us^ 

3,359,000 

. gS 

1,031,000 

94 

3^ 

97 

September. 

' 3.364,000 

gS 

1,014,000 

gn 

30 

94 

Octobe* . 

3,497,000 

102 

1,055.000 

gb 

30 

94 

NovemVer • 

3,710,000 

108 

1,174,000 

toy 

3' 

97 

Decemlier. 

3,722,000 

log 

1,212,000 

tio 

3^ 

100 

DifiTmnce: Highest and Lowest Month, ;£550,ooo. 

Difference: Highest and Lowest Month, ;£x98,ooo. 

Mean of extreme Variations for 1845-54, 8*5'/, 

Mean of extreme Variations 1846-54, 9*/, 
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1855-64. 


1855-64. 


?roporj«on 
of Specie 
to Circula- 
lion, 54V. 

Average 0 
Ten Years 
547,aiOO. 

Month. 

Average foi the Ten 
Years, 

Average of 
Ten Years 
stoo. 

Average for the l‘en 
Years, ;£a,»33,ooo. 

Average of 
Ten Years 

SIOO. 

January . 

£ 

4,191,000 

JOI 

£ 

2,282,000 

2,236,000 

*t02 

54 

100 

February . 

3,985,000 

96 

too 

5b 

lo."* 

March 

3,851,00a 

93 

2,180,000 

98 

57 

106 

April 

hwy 

3,814,000 


2,197,000 

99 

ss 

107 

4,048,000 

98 

2,242,000 

too 

55 

102 

June 

4.393.'X» 

10b 

2,299,000 

tos 

5^ 

96 

July 

4,084,000 

99 

2,195,000 

g8 

»• 

100 

August 

4,011,000 

97 

2,144,000 

96 

53 

98 

September. 

4,042,000 

g8 

2,099,000 

94 


96 

October . 

4,242,000 

T02 

2,l8l,0f0 

98 

5' 

94 

November. 

4,470,000 

J08 

2,342,000 

loS 

5» 

96 

December. 

4,518,000 

log 

2,394,000 

toy 

53 

98 

Difference: Highest and Lowest Month, jC704>ooo. 

Difference ; Highest and Lowest Month, ;^a9S,ooo. 

Mean of extreme Variations for 1855-^4, 8‘s7« 

Mean of extreme Variations for 1855-64,6*5*/ 



1 Note Cikculation. ' 

1 Specie Held. 




1865-74. 


1865-74. 


Fro^rtion 
of Specie 
to Circula 
tion, 6a7. 

Average < 
Ten Yw 
627.-toe 

Month. 

Average for the Ten 
Years,‘’;£4,963,000. 

Average of 
Ten ^ars 

stOO 

Average for the Ten 
Years, ;C3i075)Poo. 

Average of 
Ten Yeare 
= 100 


i 


t' 





4,883.0!* 

gS 

3,044,0c* 

0 gg 

62 

100 


4,687,000 , 

94 

2,992,000 

97 

64 

103 


4.593.000 


2,923,000 

95 

64 

103 


4,687,000 


2,917,000 

9i 

> *b 2 

100 

' 5,098,000 


3,108,000 

lot 

61 

93 


5.*43.*o 


3,21.0,000 

104 

6 t 

98 


4,940,000,, 


3,044,000 


V 0^ 

100 

August 

4,845,000 

g 8 

2,950,000. 

61 

93 

^ptember. 

4,842,000 

gS 

2,940,000 

gb 

6 t 

98 ' 

October .> 

5,043.oqp 

102 

3,047,000 , 

99 

6 t 

98 

November. 

^284,o»'o 

>07“ 

^,^00(000 

toy 

62 

100 

Decembti . 

5,407,<00 

log - 

3,428,000 

III 


102 

^ Difference: Highest and Low^t Month, ;g8t4,ooc 

.1 Difference : Highest and Lowest ith, :C5ti,ooo. 

Mean of extremd Varia ions for 1865-74, B's'/, 

c . "•"*-- "..* 

1 Mean of extreme Variations f6i*j4r]^ 7^ B*/. 

t 











CH. xn] MONTHLY AVERAGES. NOTES. SPECIE, SCOTLAND .19 

TABLE 15 (ceMimad). 

AveniKes of Note Circutetion and of Gold and SUver Coin held In S^a^ 
* FO>*P* of Ten Years. 184S-S4, 1855-64, *865-74, * 875 ^ 

*^f ax Years, i 89 5 -* 9 <», Sammary Table, 1845-1900- __ 

Average for the Ten I X'" 

Years, )C5.8c^»®o®* = 100. 


£ 

5,769,000 

5,456,000 

5,342,000 

5,371,000 

« 5,746,000 
6,414,000 
5,766,000 
5,622,000 
5,671,000 
5,860,000 
6,411,000 
6,253,000 


Difference; Highest and Lowest Month, ^r,072,000. 
Mean of extreme Variations for 1875-84, 9'5 /. 

I Note Circulation. 

188&-94. 


Specie Held. 
1876-81 


Average of 
Ten Years 
sioo. 


Average of 
Ten xears, 
•aV.tioo. 


February • 
Mgrch 
April 
May . 

Jrjie . 

July . 

August 

September 

October 

November 

December 


Averaie for the Tec 
Yeard ;C4.i5o»ooo- 

^iqI.ooo 

4,008,000 

3,912,000 

3,852,000 

3,998,000 

4,529,000 

4,127,000 

3,915,000^ 

3,^23,000 

4 ,111,000 

4,671,000 

4,566,000 


Difference: Highest and Lowest Month, jCSig.ooo. 
Mean of extreme Variations for 1875-84, to 7 . 



SrhCtE Held. 
1885-94. 


. Avfraffcof a r .1, Average of to Ciicula* -a*/a 100. 

Average for .he Tan 'VS'/r'e'oL Ten Years t.on, 73” 

Years, ;£6 ,.i 5,«»- =,ao. Years, 44,450,000. „„„ | __ 


:Ptoporlion of 

of bpecie I Years, 


January 

February . 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 


{. 

6,044,000 

5,706,000 

5,576,000 

5.734,000 

6,431,00“ 

6,433,000 

6,168,000 

6,003,000 

6,031,000 

6 , 074,000 

6,515,000 

6,668,000 


Difference: Highest and Lowest Month, ^i.ose.ooo. 
MeSn of extreme Variations for 1885-04, oV. 


4,5(X).ooo 101 H 

4,200,000 94 14 

4.053.000 9 ‘ 7 S 10 

3,947,000 Sg ^ 9 

4,599,000 lOj 12 

4,776,000 101 74 

4,422,000 99 72 9 , 

4,365,000 9 ^ 73 10 

4,431,000 100 73 1 

4 , 459,000 100 13 10 

4,823,000 loS 74 

4,892,000 73 

Difference: Highest and Lowest Month, 

Mean of extreme Variations for 1885-94, io’5 /* 














ISO 


SCOTCP AND IRISH NOTE CIRCULATION' [«» Wi 


TABLE 15 {continues). 


Uontblr Avftwes of Note CirculatiM and of Gold and SU»er Com held m Seotod 
i^-iooo, to groups of Ten Years, I 84 ^S 4 , > 8 SS-fi 4 . *“ 5 * 74 . 1875-^ 
and of Six Years, 1895-1900, with Summary Table, 1845-1900. (The returns 
of the specie held commence to 1846J1 ^ ^ 

il 


Month. 


Note Circulation. 

1845 - 1900 .’ 


Si’BCts Held. 
184 &- 1900 . 


Average fo? the Fifty* 
six Years, ;C 5 »* 64 .ooo* 


January 

February 

March 

April 

May 

June • 

July . 

August 

Septemter 

October 

November 

peccmlier 


/: 

5,087,000 

4,852,000 

4,754,000 

4,826,000 

^,223,000 

5,520,000 

5.'i73>ooo 

5,059,000 

5,072,000 

5,222,000 

5.593»ooo 

5,590,000 


Average of 
Fifty*Mx 
Years = loo, 


99 
94 ^ 
9 ^ 
9 J 

lOl 

J07 

100 
gS 
gS 

101 
IOC} 

jog 


[\verage for ibe Fifty* 
I ve Years, 362,000. 


Difference: Highest .ind Lowest Month, ;C839,ooa 
Mean of extreme Variations for 1845-1900, B'sV, 


£ 

3,360,000 

3,230,000 

7,140,000 

3,111,000 

3.368,000 

3.572,000 

3.344.000 

3,244,000 

3,259.000 

3 . 353.000 

3,676,000 

3,679,000 


Average of 
Fifty-five 
Years=100 


Proportipr 
. of Specie, 
Ito Circula*] 
' tion, 65’/. 


Average of 
Fifty-five 
Years, 
65V,-tee. 


100 

gb 

94 

93 

100 

106 

99 

gb 

97 

JOO 

jog 

110 


bb 

^7 

6 s 

65 

65 

65 

O4 

64 

64 

bb 

bb 


102 - 

103 

102 

100 

100 

100 

100 

98 

98 

98 

102 

102 


Diffutence; Highest and I.owi st Month, 

Mean of extreme Variations for 1846-1900. S's’/. 


Fixed Issue, Banks in Scotland, 1845-54 


Fixed Issue, Banks in Scotland, 1855 

Deduct Western Bank of Scotland, 28th August, 1858 . 


3,087,209 

I 

3,087,209 

337.938 

2,749.271 


Fixed Issue, Banks in Scotland, 1858-78 
Deduct City of Gkisgow Bank, 2nd October, 1878 


Fixed Issue, Banks in Scotland, 1878-1900 . 


r C 

2 , 749.271 

72,921 


2,676,350 

{. 

2,676,350 t 





CB.WI] MONTHLY AVERAGES, NOTES, *- 

TABLE ifi. I j 

Monthly A7«ni|:«* of *^ 5 - 94 ' 

X8§:^. (.11.0 «tun.. 

^the specie held commence m 1840.) _ „ 


Month. 


January 

February 

March 

Ap-il 

May 

Tune 

jAly 

August 

September 

October 

November 

December 


Not* Circula'iton. 

18i5>54. 


Average for the Ten 
Years, ;Cs» 4 * 3 iO«»* 


Average of 
Ten Years 

SXOO. 


I 

5,803,000 

5,789,000 

5,665,000 

5,630,000 

5,520,000 

5,235,000 

5,041,000 

4,931,000 

4,946,000 

5,423,000 

5 , 930,000 

5,885,000 


106 

ia 6 

m 

103 

lor 

9 S 

go 

go 

99 

ids 

lOJ 


Difference: Hishesl and Lowebt Month, ,£990,ooo. 


Average for the Nine 


YeaH 


Spbcus Hbld. 

1816-M. 




Average of 
Nine Years 
ssxoo. 


i 

, 756 .»» 
i,773.000 
1,766,000 
1,703,000 
1,648,000 
1,704,000 
1,591,000 
1,563,000 
1^11,000* 
1,561,000 
1,^9,000 
1,692,000 


lob 

log 

106 

103 

99 

103 

gb 

94 

9 ’ 

94 

99 

103 


. rt>port 
of Specie 

[to cScola-] 

don, 30’/. 


tveraee 
ine Ym 


INine Yean, 
30 "(b=ico. 


3 i 

30 

3 ' 

30 

30 

3 ^ 

r. 

30 

X 

37 

3S 


no 

100 

103 
100 
100 
107 
103 
103 
.400 
93 
• 90 
. 93 


Difference; Highest and Lowest Month, ^a6o,ooo. 
Mean of extreme Variations for » L 


1- 

1 Note Circulation. | 

1855 - 64 . 


Average for the Ten 

Aver.age of 

Years, £6,587,000. 

= 100. 

d 


6,518,000 

JO4 

6,547.000 

104 

6,430,000 

JOB 

6,369,000 

lOf 

6,388,000 

1 JOB 

6,093,000 

97 

5,820,000 

93 

s' 5,690,000 

go 

5,836,000 

93 

6,405,000 


6,695,000 

^06 

6,569,000 

104 


Month. 


January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 


Si’KCiE Held. 
1855 - 64 . 


Years, j£*,a 45 i«»* 


I 

2 , 374.000 

2 , 359.000 

2,304,000 

2,236,000 

2,203,000 

2,189,000 

2,138,000 

2,109,000 

2,095,000 

2,215,000 

2,324,000 

2 , 397,000 


Average of 
Ten Years 
= 100. 


Proportion 
of Specie 
to Circula* 
tion, 36 7 » 


104 

J05 

103 

99 

gS 

97 

9 S 

94 

93 

99 

104 

>07 


Average of 
Tdh Years, 
36 •/.=»»• 


jd 

35 

3 <> 

37 

36 

34 

35 

37 


100 

100 

100 

97 

97 

100 

103 

103 

100 

91 

97 

103 


Difference; Highest and Lowest Month, £1,005,000. 
Mean of extreme Variations from 1855-64, 8 7 


Difference: Highest and Lowest Month, £302,000. 
Mean of extreme Variations for 1855-64, 7 '/. 


Note Cihculation. 
1866 - 71 . . 


Month. 


anuary 
February 
March 
A.pril i 
May . 
June . 

July . 

August 

September 

October 

November 

December 


. e .u 1 Average of 

Average for the len Years 

Years, £6,616,638. =ioo. 


Specie Held. 
• 1866 - 71 . 


Average for the Ten 
Years, £a,5»*,ooo. 


Average of 
Ten Years 

ssxOO.* 


Proportionj 
of Specie 
to Circula¬ 
tion =39% 


Difference: Highi 
Mean of extreme 


teAai 


c 

,756,000, 
,699,000 
I 598,000 
1,085,000 
r,68J,ooo * 
1,356,000 
1,149,000 
1,1^^000 
>,113,000 ' 

5 , 771.000 
7,361,000 % 
;8,ooo 


and Lowest Month, £i,'S94,ooa| 
ria^ ns fr r 1865-74, 9 ‘S % 


• 

JOB 

2,706,000 

,405 

• 40 

lOI 

2,634,000 

• JOB 

39 

jcn 

2,570,000 • 

JOO • 


10 / 

10 / 

2.531.000. 

2,632.000 

98 
. 9S 


9 ^ 

2 , 476 .oijp • 

•95 

39 

93 

2,415,000 

94 

39 

OB 

. 2,393,000 

' ,‘93 

39 

V 

JOB 

JII 

2,391,000 
•2,583,000 . 
2,itl,000 

93 

TOO 

190 

?s 

39 

fo 8 

2,909.000 

• 

r 

40 


Average of 
Ten Years, 
39 "/.“too. 


103 
100 , 
100 
97 
97 
100 
100 
100 
100. 
97 
100 
103 


Difference; highest and Lowest Month, £518,900. 

Mean of extreme Variations for 1865-74, to 7 . 


















12* SCOTCH AND IRISH- NOTE CIRCULATION * {ca. Sffl 

( • 

' TABLE l6 {amtmtud). 

MootUy Airerafcs of Note Circulatioa and of Gold and SUrar Coin held In Ireland^ 
iBtf-ipoo, in Group* of Ten Ye^ 1845-54, 'iSS-A*. tSI 6 S- 74 . *87^84, l8?S-p4, 
ana of Six Years, 1895-1900, -with Sununary Taole, 184^1900. 



Note Circulatiom. 

Specie Held. 




1875 - 84 . 


1875 - 84 . 

, 

Froportion 


r 

Month. 

► 

Average for the Ten 
/ears, ;£6,864,000. 

Average of 
Tea \^ars 
(, =.00. 

1 

! \verage for the Ten 
r Years, /i*, 994,000. 

Average of 
Ten Years 
»100. 

to CiKuie- 
tiODn 447 , 

Ten >%an, 
44 Vi“>oo. 


j£ 


£ 




January 

, 7 . 053 .P 00 

m 

3,148,000 

/Of 

45 

102 

February . 

6,914,000 

lot 

j' 3,046,000 

102 

44 

100 

March 

6,7^,000 

gS 

2,984,000 

too 

44 

100 

April. 

May . 

6,847,000 

too 

2 . 939.000 

98 

43 

08 

6,948,000 

tot 

2,942,000 

g 8 

42 

96 ' 

June . 

6,725,000 

gS 

2,lto,000 

g6 

P 

44 

98 

July . 

6,363,000 

93 

2 , 774,000 

93 

100 

Aug;u6t 

, 6,252,000 

91 

2,758,000 

g2 

44 

100 

September. 

6’,552,ooo 

95 

2,802,000 

94 

43 

93 

Octobeif 

7,305,000 

106 

3,119,000 

J04 

43 

98 

November . 

7,592,000 

no 

3,270,000 

tog 

43 • 

98 

December . 

7,349,000 

107 

3,265,000 

tog 

45 

102 


Dinerence: Highest and Lowest Month, ;Cti J40,ooo. Difference: Highest and I.owe6l Month, £$19 
Mean of extreme Variations for 1B75-84, 9’5 % Mean of extreme Variations for 1875-84, 8*5“/• 



Difference: Highest and Lowest Month, j£974,oeo. Difference: Highest and Lowest Month, ;£40i,oeo. 
Mean of extreme Variations for 1885-94, 7^5 % Mean of extreme Variations for 1885-94, 6*5 % 


Note Circolation. 
189 ^ 1900 . 


Specie Held. 
1895 - 1900 . 


---;- Of Specie 


February 

Mirch 

April. 

May , 

June . 

July . 

August 

September 

October 

November 

December 


£ 

6,243,000 

C,l94,oor 

6,190,000 

6,41,2,000 

6,576,000 

,6,208,000 

5,984,00? 

5,995,000 

6,181,000 

6,907,000 

7,041,000 

6 , 6 <?,c 4 x> 


Difference t Highest and Lowes^onth, ;£i,es7>^- 
^ean of extreme Variations for 1895-1900^ 8 % 


£ 

3 ,i 29 ,ojo P 9 

3,115,000, gg 

3,100,000 gg 

3,062,000 97 

3.J3S>o<>o 100 ^ , 

3,087,000 9^ 

2,998.000 gs 

3,001,000 ; 

3.148,090 

3,311,000 ‘ los 

' 3,420,000 109 

3,253,000 10^ 

Difference: l^ighest and Lowest M08 
Mean of extreme Variations for 1895* 









CH. «!] MONTHLY AVERAGES, NOTES. SPECI§, 


«»3 


TABLE l6 {c(mHnued\. 


JSf Years, 1895-1900, with Summary Table, i 84 S-i 5 W- 

of specie held commence m 1846.) 


Month. 


January 

February 

Hfsrth 

April . 

May . 
June . 
July . 
August 
September 
October 
November 
December 


Note CiacucaTioN. 
Ui5-1900. 


Average for the Fifty- 
six Years, £«!li3,ooo. 

6,468,000 
6,416,000 
6,306,000 

6 , 377,000 

* 6,405,000 
6,096,000 
5,876,000 
5,798,000 
5,881,000 
6,508,000 
6,901,000 
6,721,000 



SsactE Hkld. 
1844-1900. 


for the Fifjy- 
tfrs, ia,599.o“- 

! £ 
2,699,000 
2,648,000 • 

2,609,000 
2,565,000 
2,560,000 
2,528,000 

2,452.000 

2,442,000- 

2,469,000 

2,635,000 

2,782,000 

2 , 794.000 


Average of 
. Fifty-five 
Years=too. 


/04 ' 
102 
100 
99 
99 
97 
94 

94 

95 
101 
IC/J 

loS 


Protnrtion 
of Specie 
[to Ctrcuia. 
tion, 4x7, 


Average of 
Fifty-five , 
Years, 
4l7.=too. 


42 

41 

41 
40 

40 

t 

40 

40 

42 


102 
100 
100 
98 
98 
100 
102 
a 102 
102 
• 98 


102 


Difference: Highest and Lowest Month, ^i,103,000. 
Mean of extreme Variations for iScs-rgoo, 8*5 /. 


Difference: HigI.est and Lowest Month, ;£ 35 a.“«'- 
Mean of extreme Variations for 1846-iQpo, yV. 


Fixed Issue, Banks in Ireland, 1845-1900 


,f6,354,494 
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SCOTCH AND IRISH NOTE CIRCULATION 


[CH. XII 


0 


Monthly Averag;es of Rote of Discount et 

• groups of Ten'Years, i 845 -S 4 > t8ss-<yi 
figures. (The returns of the specie 

* I 


TABLE 17. 

the Ebtnk of England, and of Note Circula- 
C 86 S- 74 .1875-84. 1885-94, and of Six 
field both in Scotland and Ireland commence 

. 184s- 


BANK OF England. 


Rate op Discoont, i84i-54- 


Month. 

Average 
for the 
Ten Years, 
£3 8r. srf. 

Av. of 
Ten 
Years 

3 SX 00 . 

January, . 

£ • s» d. 

3 S 8 

96 

February . 

3 > 6 0 

96 

March • 

360 


X: •: 

3 7 I 

gS 

3 7 7 

99 

September. 

378 

99 

August 

3 7 10 

99 

^ly . 

380 

99 

June 

384 

100 

October . 

3 10 10 

104 

Decembpr . 

3 10 10 

104 

November . 

3 JS I 

no 


SCOTLAND. 


Note Circulation, i845-54« 


Month. 


DiflTerence: Highest and Lowest 
Month, 9^. id. 

Mean of extreme Variations for 
*845-54. 7 */. 


March 
April. 
February . 
August 
September. 
May . 

July . . 

January 
Octol>er . 
June. 
Novemlier. 
December. 


Average 
for the 
Ten Years, 


£ 

3,163,000 

3,187,000 

3,252,000 

37359.000 

3,364,000 

3.396.000 

3,401,000 

3,426,000 

3,497,000 

3,633,000 

3,710,000 

3,722,000 


Ten 
Years 
= 100. 


9 ^ 

93 

95 

g8 

98 

99 
99 

100 

103 

106 

loS 

109 


\ Specie Held, z 846 - 54 * 


Averse 


Month. 

Nine Years, 

Yean 


Xi,099,000. 

asioo. 

_ . ( 


£ 


September. 

1,014,000 

93 

August 

1,031^ 


October . 

1,055,000 

96 

April 

1,063.000 

97 

July . . 

1,070,000 

97 

May . 

1,100,000 

/OO 

March 

1,113,000 

lOi 

June. 

I,ti 8,000 

103 

January . 

1,121,000 

102 

February . 

1,122,000 

102 

November. 

1,174,000 

joy 

December. 

1,212,000 

IJO 


Difference: Highest and Lowest 
Month, ;£5S9>noo. 

Mean of extreme Variations for 
1845-54. 8 ‘ 57 o 


Difference: Highest and Lowest 
Month, /ligDiOOO. 

Mean of extreme Variations for 
1846-54, 9 '/« 


BANK OF ENGLAND. | 

Rate of Discount, 1855-64. j 


Average 

Av. of 

Month. 


Ten 

Ten Years, 

Years 


^4 uj. , 4 . 

= 100. 

August 

£ *. d. 

432 

90 

July . . 

4 4 5 

9 ‘ 

September. 

446 

9 ' 

June . 

496 


April. 

4112 

9S 

Cwtober 

4 >2 4 " 

99 

March 

4 12 S 

JOO 

January . 

4 15 8 

/o? 

May . 

4 IS 8 

10J' 

Ffbruary . 

4 16 5 

104 

December . 

5 3 3 

III 

November. 

•3 4 9 

" 3 } 

Difference: Highest and Lowest || 

Month, £\ xr. nd. 


Maan of extreme Variations for 1 

« 8 js-« 4 , ii-jV. 




1855- 


SCOTLAND. 


Note Circulation, 1S55-64. I 

Specie Held, 1B55-64. 


Month. 

Average 
for the 

Ten Years, 

;C 4 ,I 37 , 000 . 

Av. of 
Ten 
Years 

1 =100. 

1 Month. 

Average 
for the 

Ten Years, 

1 ^2,. 33 ,000. 

Av. of 
Ten 
Years 
= 100. 

April 

March , 

February . 
August 
September. 1 
May. 

July . . 

January . 
October . 
Jvne. 
November. 
December. 

£ 

3,814,000 

3,851,000 

3.985.000 

4,011,000 

4,042,000 

4,048,000 

4,084,000 

4.I9I.OOO 

4,242,000 

4 . 393.000 

4.470.000 

4.518,000 

93 

93 

gb 

97 

93 

9? 

10 1 

103 

106 

108 

log 

September. 

August 

March 

October . | 
July . . 

April. 
February . 
M^v . 

January 

June . 
November. 
Eecembjr. * 

£ 

2,099,000 

2,144,000 

2,180,000 

2,181,000 

2,195,000 

2,197,000 

2,236,000 

2,242,000' 

2,282,000 

2,299,000 

2,342,000 

2 ; 594 .«» 

9^ 

JOO 

f ioo 

102 

dOJ 

los 

107 

♦ 4 - 

Difference : Highest and Lowest 
* Month, ;^704,ooo. ^ 

Mean of extreme Variations for 

1855-64,8-57. 

Difference: ’^ighest and Lowest 
Month, 

Mean of extreme Vaziarions for 
1855-64. 6.57. 


<1 



CH. «!] MONTHLY AVERAGES, BANK KKi^, 


table 17 (umtimud). 

nrsiSTr 

with*tte year 1846.) 

1854- 



August 

September 

July • • 

June . 

October 

May . 

Ajiril. 

March 

February 

January 

December 

November 


I 

4,931,000 

4,946,000 

5,041,000 

6,235.000 

5,423,000 

5,520,000 

5,630,000 

5,665,000 

5,789,000 

5,803,000 

5,885,000 

5,930,000 


Difference: Highest and Lowest Month, /imooo. 
Mean of extreme Variations for ,645-51 9 '/. 


September 
October • 
August 
July . 
May . 
November 
December 
April. 
June . 
January 
M.arch 
February 


i,5Pi,C)00 
1 , 561 ,OCX) 
1,563,000 
1,591,000 
1,648,000 
i,649,cxx) 
1,692,000 
1,703,000 
1,704,000 
1,756,060 
1,766,000 

i, 773 »ooo 


Difference: Highest and Lowest Month, ^adi.ooo. 
Mean of eitrcme Variations for 1846-54, 8V. 


1864. 


IRELAND. 


NOTK ClKCUl-ATIOM, 1855-64. 


Month. 


August 
July . . 

September. 
Jime . 

April. 

May . 

March 
October 
January 
February . 
December . 
November., 


Average for the 
Ten Years, 
jg 6 ,a 87 ,ooo. 

~ ' £. ' 

5,690,000 
5,820,000 
5,836,000. 
6,093,000 
6,369,000 • 
6,388,000 
6,430,009 
6,495,000 
6,jl8,ooo, 
6 , 547 ,«» 
6,569,000 
6,695,000 


Average of 
I Ten Years 


go 

ga 

93 

97 

101 

102 
102 

103 

104 
104 
104 
106 


Si'ECiB Held, i8S5~64-_ 


Month. 


Average for the 
Ten Yearn, 
;Caia 45 ) 00 ®' 


Difference: and Lowest Month, ^1,005,000. 

Mean of extreme VaSRions for 1^53-6* 8/, « 


September. 
August 
Jtriy . . 

June . 

May . 
October 
April. 
March 
November . 
January 
February t 
December . 


I 

2,095,000 
2,109,000 
2,138,000 
2,189,000 
2,203,000 
2,215,000 
12,236,000 
2,304.000 
2,3-14,000 

2 , 374,000 

«, 359 ,o°o , 

2,397,000 


Average of 
Ten Years 
sroo. 


93 

9 * 

9 S 

9S 

99 

99 

t03 

104 

104, 

ros 

toy 


- - - w 

fliffertnee: Highest and Lowest Month, £ioa,ooo. 
Mean of extreAo JTlriauons for 1855-64. 1 'K 
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TABLE 17 [cmtmutd). * 

Monthly Avenges of ^te of I)iscoant|U the Bask of Enghutd, ud of Note Citcoia- 
• groups of Tdh Yean, 1845-54, i8ls«64, 1865-74, 1875-84, 1885-94, and o| Six 
lyg^ figures. V 


» I . «8^ 


bankofenglaiJd. 

— 

■^1 

SCOTLAND. 



Rate of Discount, ^55-^4. 

Note Circulation, 1865-74. 

1 Specie Held. X865-74. 

Month. 

Average 
for the 
Ten Years, 
,£3 i6j. irf. 

Av.of 

Ten 

Years 

SIOO. 

Month. 

Average 
for the 
Ten Years, 
£4,963,000. 

Av.ol 
Ten 
Years 
= 100. 

Month. 

Average 
for the 
Ten Years, 
453,075,000. 

T«r 

Years 

eioo. 


d. 



£ 


April. 

£ 


Septeml^r. 
March ^ . 

322 

& 

Majch 

4,593.000 

92 


91 

%10 I 

92 

February .* 


94 

March 


91 

April.. . 

3 It 11 

94 

April 

4,687,000 

94 

September. 



February . 

3 12 9 

gb 

September. 


98 

August 



July . • . 

3 13 10 

97 

August 

4,845,000 

gS 

February . 


97 

August 

3 t3 II 

97 

January . 


gS 

January . 


mm 

January 

3 17 8 

JOI 

July . . 


mi 

July . . 


yV 

fi>ecember . 

3 19 I 

104 

October . 

5,043,000 

102 

Ovtober 

j,047,000 

99 

June 

3 19 8 


May 

4,008,000 

/os 

Miiy . 

PngilBgl 

lot 

October 

3 19 II 


June. 

MllfAVn 

JO6 

June. 

^210,000 

104 

May . 

4 3 8j 

no 1 

November. 1 


JO7 

November. 1 

7 ,? 00 ,OX) 1 

/07 

November . I 

4 8 8 



109 \ 

December. ( 

moi 

Ilf 

Difference: Highest and Lowest 
Month, £1 6s, 6d. 

Difference: Highest and Lowest 
Month, ;£8t4,ooo. 

Difference: Highest and Lowest 
Moiitli, ;^5ri,ooo. 

Mean of extreme Variations for 
,865-74,17'SV. 

Mean of extreme Variations for 
1865-74, 8-57„ 

Meai^ of extreme Variations for 
1865-74, 87 . 


1875- 


BANK OF ENGLAND. 



SCOTLAND. 

—♦- 


Rate of Discount, 187 

5-84- 

Note Circulation, i875”84. 

Specie Held, 1875-84. 

Month. 

Average 
for tlie 
Ten Years, 

£3 34 - "d 

Av. of 
Ten 
Years 
= 100. 

\ Month, 

Average 
for the 
Ten \’ears, 
;t5,8o6,ooo. 

Av. ol 
Ten 
Years 
=-xoo. 

Month. 

Average 
for the 
Ten Years, 

;^ 4 ,lSO,O 00 . 

Av.of 

Ten 

Years 

~ioo 

July . . 

June . 

April. 

August 

May . 
September. 
March 
February . 
October . 
Dtccmber . 
January 
November. 

£ 4 . d 

2 14 6 

2 15 2 

2 15 8 

2 15 9 

2 16 3 

3 I 3 ' 
3 I 7 
3511 

3 Jb 10 

3 15 10 

3 17 5 

c 3 18 2 

Si 

5 6 

5 7 
S7 
88 

gb 

103 

/>/. 

itg 

121 

122 

\ 

March 

April 

Feliruary . 
August 
September. 
May . 

July . . 

January . 
Octo):>er . 
December. 
Nwember, 
June. 

£ 

5,342,000 

5.371.000 

5,456,000 

5,622,000 

5,671,000 

5,746,000 

5,766,000 

5,769,000 

5,860,000 

6,253,000 

6,411,000 

6,414,000 

g2 

g2 

94 

,97 

g8 

go 

99 

99 

/»/ 

108 

no 

in 

April 

March 
August 
September. 
May . 
February . 
Octot)er . 
July . . 

January . 
June . 
Dcceml)er. 
Noveml^r .* 

„ £ 

3,852,000 
3,912,000 
3,915,000 
3,923,000 
3,998,000 
4,008,000 
4,iii,tuo 
4,127,000 
4,191,000 
4,529,OX) 
4,566,000 
4 -, 67 i,ooo 

93 

94 
94 
91 
gb 
97 
99 
99 

lOJ 

log 

I/O 

H 3 

% 

Difference: Highest and Lowest 
Month, £\ 3r. id. ^ 

Mean of extreme Variations fcf^ 

. « 4 . 

Difference ( Highest and X.owest 
»Month, 7^1,073,000. 

Mean of extreme Variation^ fur 
1875-84^9*57, 

Difference itHighest and Lowest 
Month, 

Mean of extreme Variations for 
1875-84, io7. 
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TABLE 17 l^cmtiHiud 

tion and of Gold and SUver Coin held, ta ScoUand and i Ir^d, “ 

YeaU 1895-1900, with Sununaty Table, 1^^-1900, arranged from the amaUeat to tJwk 

4 


August 

September 

July . • 

June . 

March 

Ma)r . 

April. 

rebtnary 

January 

October 

December 

November 


ii iRCUCATlON, lfl 65 -T 4 - 

Average for the 
Ten Years, 
j£6,6i7,ooa 

2 

6,067,000 
. 6,113,000 

, 6,149,000 

. 6,356,000 

. 6,598,000 

. 6,683,000 

6,685,000 
6,699,000 
0,756,000 
6 , 773.000 
. 7,158,000 

. 7,361,000 


Average of 
Ten Years 


93 September 

93 August • 

93 I'l'y • 

g6 June . 

100 April. 

lOT May . 

JOT March 

JOT October 

102 February 

J02 January 

J08 November 

/// December 


SpbCIB Hel^, xB65“74» . 

Average for the 
Ten Years, 
589,000. 


24393»ooo 

2 , 4 * 54^0 

2,476,000 

2,531,000 

2,532,000 

2,570,000 

2,583,000 

2,634,090 

2,706,000 

2,841,000 

2,909,000 


Average of 
Ten Years 
sioo. 


Difference: Highest and Lowest Month, 
Mean of extreme Variations for 1865-74. 


Difference: Highest and Lowest Month, £$1^,000. 
Mean of extreme Variations for i 865 - 74 « 


Note Cihculatiqn , 1875-84. _, 

I Average for the Average of 
mlh. Ten Years, Ten Years 

;(|6,864,000. -*100. 


Specie Held, 1875-84- 


1 ^^gust 
July . 
September 
June . 
March 
April. 
February 
May . 
January 
October 
December 
Novemlter 


I 

6,253,000 

6,363,000 

6,552,000, 

6,725,000 

6,758,000 • 

6,847,000 

6,914,000? 

6,948,000 

7,aS3,ooo, 

7,305,000 

7 , 349 . 0 ™ 

7,592,000 


9/ August 

93 J“'y ■ , 

9j S#i)teraher 

gS June . 
gS April. 

100 May . 

joi March 

, roi February 

/03 OctolKir 

106 January 

joy December 

no November 


Average for the Avemp of 
Ten Years, Ten Years 
,62,994,000. =100. 

2 

2,758,000 93 

2,774,000 93 

2,802,000 94 

2,880,000 90 

2.939.000 9 ^ 

^,942,000 90 

2,984,000 100 

3,046,000 ^02 

^,Kyi<>00 104 

3,148,000 

3,265,000 • T09 

3,270,000 109 


- • # 

difference : Highest and Lowest Month, ^51*,000. 
Mean of extreme Variations for 1875-84, 8‘5 % 
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' ' TABLE 17 {(imtinued). 

fig?wes. I jggj. 


BANK OF 'BNGLANR_ 

Rat b or Discount, i885-94- . 

Average Av. of 
,1. for the Ten 

Month. Years, Years 


Toly . . • 

June . 
April.* 
May . , . 
August 
March 
September. 
February . 
October . 


j^inerciH'C. -- 1 

Month, £i MS. id. ... 
Mean of extreme Varjations for 

1885-94, as*/. 


SCOTLAND. 


Note Cihcul^io^ _ 

Avenge Av. of 
, for the Ten 

Month. .Jen Years, Years 
=100. 


1 - 1 
£' s ', d. 


290 

78 

2ulO 10 

81 

213 2 

84 

2 14 2 

86 

2 16 6 

Sg 

2 18 6 

93 

344 

102 

3 6 1 

’05 

3'10 I 

itr 

3 16 9 

122 

3 17 4 

122 

4 1 I 

128 


April. 

August . ' 
September. 
January 
October . 
July . . 

May . 

June . 
November. 
December . 


5,576,000 

5,706,000 

5,734,000 

6,003,000 

6,031,000 

6,044,000 

6,074,000 

6,168,000 

6,431.00° 

6.433.000 
I 6,515,000 
6,668,000 


gr April. 
March 

gg February . 
gS August 
gg July . 
gg September 
gg October 
jof January 
10s May . 

,oj June . 

/07 November 
jog December 


: Held, r 885 - 94 . 

Average Ai. 
for the Ten 
Ten Years, Ytars 
^4,456.000. =too - 

” £ 

. 3.947.000 Sg 

. 4.053.000 9^ 

, 4,200,000 94 

. 4.365.000 9 * 

, 4,422,000 99 

r. 4 , 43 >.ooo ^ 0 ° 

. 4 . 459.000 

. 4,500,000 toi 

. 4.599.000 103 
. 4,776.000 107 
t. 4,823,000 /oS 
r . 4,892,000 //o 


DiBetence: Highest ami Lowest 
Month, y;i,o 9 J,000. 

Mean of eitreme Vanations for 

1885-94. 97 . _ 


Difference: Highest and Lowest 

Month. ,£945.000. . 

Mean of extreme Vanattons lor 
1885-94, >o‘ 57 ._ 


BANK OF ENGLAN D._ 

Rate ov Discount, ie95-i9°°. 

Average Ay. of 
for the Six 

Month. siK Years, Years 


June . 

July . 

August 

September 

February 

March 

May . 

April. 

January 

October 

November 

December 


ittnerence; —- 

Month, ;£i 6r. irf. , . '' 

Mean of extreme Variations for 
• ax’s*/. 


1 

t 4 . 

d. 

2 10 

7 

2 10 

10 

213 

6 

215 

5 

2 ID 

5 

2 16 

8 

2 17 

4 

2 .»»- 

8 

3 6 

5 

. 3 9 

2 

3 13 

4 

3 16 

8 


N ote Circulation, iRgs-iy” *_ 

Average Av. of 
for the Six 

Month. gjx Years, Years 
£7,471,000. *=100. 


SCOTLAND. _____ 

I" Specie HeU), l895-iy°°.. 


February . 
March .1 
January 
April. 
August 
September. 

July . ■ 

May . 
October . 
DKcembet . 
June . 
November . 


6,810,000 I 

6,834,000 

7,054,000 

7,054,000 

7,451,000 

7,513.000 

7,583,000 

7,604,000 

7,698,000 

7,890,000 

7,970,000 

8,190,000 


April. 

March . | 
February . 
January . 
August 
May . 
September. 

KUr ; 

June . 
Decemlcr . 
November. 


Average f 
for the 
Six Years, 
, £5,981,000. . 

i 

5,403.000 
5,419,000 
5 , 533,000 
5 . 755,000 
5,901,000 
5,981,000 
6,033,000 
6,069,050 
6,156,000 
6,378,000 
6 , 438 ,oc<j 
V 6;707,ooo 


vVtatw for. 

1895-190O. 9’5 /• . j *____: 



CH. Ml] M 9 NTHLy AVERAGES, BANK RATE, NOTES, SPECIE lag 


TABLE 17 {amtinued). 

aofl, Md of Gold and Silver Coin held, in Scotland and ireiano, le^s-i^uu, lu 
189^-1900, with Summary Table, i845-i900,^aSTanged from tlie smallest to the largest. 


I894- _,___1, 


I 

* __ 

IRELAND. 

* » 


1 Note Circulation, 1885-1894. 

Specie Held,4885-1694. 


Month. 

Average for the 
Ten Years, 

;C6,958,000. 

Average of 
Ten Yrars 
= 100. 

• 

Month. 

Average for the 
Ten Years, 
;£3 ,o 89 ,ooo. 

Average of 
Ten Years 
eiOO. 

» 

August 

September . 

July . •. 

June . 

March 

February . 

April. 

October 

May . 

January 
] December . 
November . 

{. 

5,865,000 

5,877,000 

5,892,000 

6,025,000 

6,147,000 

6,276,000 

6,317,000 

6,342,000 

6,369,000 

6,454,000 

6,^1,000 

6,839,000 

94 

94 

94 

0 

g8 

200 

lOI 

201 

202 

203 

207 

Tog 

July . . . 

August 

June . 

April. 

May . 

September. 

March 

February . 
January 

October 

December . 
November . 

A . 

2,927,000 

2,965,ocjj) 

2,974,000 

3,031,000 

3,041,000 

3,041,000 

3,043,000 

3,059,000 

3,156,000 

3,186,000 

3,320,000 

3,328,000 

' 96 

.96 

9S 

» 9* 

gS 

gS 

99 

103 

103 

loS 

‘108 

Diflerence: Highest and Lowest Month, ^1974,000. 
Mean of extreme Variations for 1885-94, 7 ‘j 7» 

Difference: Highest and Lowest Month, /^oi,oao. 
Mean of extreme Variations for 1885-94, 6*57. 


1900. 


IRELAND. 


i Nope CiRCULArioN, 1895-1000. 

Specie Hbi.d, 1695-1900. 

Month. 

Average for the 
Six Years, 
j^6,383,ooo. 

^Average of 
Six Years 
= 100. 

Month 

Average for the 
Six Years, 
^3,147,000. 

Average of 

Six Years 
=100. 

JuJy . . . 

I August 
j September . 

March 

February . 

June . . 

Januar)' 

April. 

May . 

December . 
October 

November. 

£ 

5,984,000 

5,995,000 

6,181,000 , 

6,190,000 

6,194 000 

6,208,000 

6,243,000 • 

6,442,000 

6,576„ooo 

6,640,000 

6,907,000 

7,041,000 

* P 

94 

94 

97 

97 

. 97 

97 

g 8 

,ror 

'03 

104 

roS 

tio 

July . . . 

August 

Aprfl . 

June . 

March 

Felifuary . 
January 

May . 

September. 

October 

December . * . 
November ^ 

• 1 

£ 

2,998,000 

3,001,000 

3,062,000 

3,087,000 

3,100,000 
3,115,000 
3,129,000 
3,135,000 
• 3 ,I 4 S, 6 W 
3,311,000 
3 > 253 .«» 
3,420,000 , 

95 

95 

97 

gS 

99 

99 

99 

100 

100 

IDS • 

• 104 
log 

% 

Difference: Highes^.|nd Lowest Month, ;£i,o57,ooo. 
Mean of extreme ■^ariatii^ for 1895-1930,^70 * 

a * ^ 

Diligence: Highest and Lowest Month, £422,000. 

Mean of extreme Vatfcuons for 1895-1900, 77. 
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TABLE 17 


'845- 

(Sj.eci* held, 


"~bj^kof_eng^i^ 

I Av. fordie j Fifty- ^ 
Fifty-s« ' -=■• 

Month. I Yean, 

£3 *«• 


July . 

August 

SSter 

April. 

March 
May . * 
February 
October 
•Unuary 
December . , 
November. / 4 


i r. 

^ i 

^ i 

i 6 

3 
3 

3 ” 
3 ” 
3 '7 
3 >9 
•4 I 


6 10 
9 o 
0 
3 
3 

I 

10 

S 


six 

Years 

=100. 


8g 

g2 

g2 

g2 

g6 

99 

loS 

no 

J‘3 

2 J6 


SCOTLAND, 


Si»cia H ai- n, it< < - ti^, 


Month. 


March 
April. 
February . 
August « 
September. 
January • 

July • • 

October . 
May . 

June . 
December. 
November . 


Average for 
the Fifiy-sia 
Years, 
/5,164,000. 


£ 

4 . 754.000 

4,826,000 

4,852,000 

5.059,000 

5,072,000 

5,087,000 

s.« 73.000 

5,222,000 

5,225,000 

5,520,000 

5,590.000 

5 , 593-000 


Av.oi 

Fifty- 

six 

Years j 
' sioa j 

Month. 

Average for 
the Flfty*five 
Years, 

£3,363,000. j 

Av.of 

Fifty. 

live 

Years 

m^. 

1 

i 

. ^ J 



g2 

93 

94 

q6 

99 

100 

101 

lOJ 

107 

loq 

log 


Difference: Highest and Lowest 
Month, 19^. 

Mean of extreme Variations for 
1845-1900, I 3 ’ 57 « 


Difference : Highest and Lowest 
Month, Z839 ,ooo. 

Mean of extreme Variations for 
t 845 't 90 o, 8 ‘ 57 . 


3 ,111,000 

3 ,f 49 ,ocx 3 

3,230,000 

3,2^4,000 

3,2i^,ooo 

313447O00 

3 353.000 
3,560,000 
3,368,000 

3 . 57 *.ooo 

3,676,000 

3,679,000 


April 
March 
February 
Ai'.'ust 
Sepiember 
lulv . 

Oct >er 
Janii-ry 
Ma, . 

June . 

Novemlier 

December 


Difference : H/ghesr and LowesI 
Month, .isdf.eoo- . . , 

Mean of extreme Varuttoos for 
18x6-1000, S'sV. 


% 

go 

g6 

97 

99 

/oo 

100 

JOO 

lob 

log 

I/O 



monthly averages, bank rate, 


CH. XIl] 


TABLE (cmihmsd). 


1900. 

i845-*900.) 


1 

• 

IRELAND. , 



Note Circouitiok, x 845 -» 900 ‘ i 

Specie HBLDs.s846-s9e(. 


Mcmtb. 

Averan for the 
Fifty-six Years, 
£6,313,000. 

Average of 

Years 

* 3100 . 

Month. • 

Average for the 
Fifty-nve Yean, 

£*, 599 fOOO. 

Avenge of 
Fifty-five 
Years 

aiZOO. 

August . * 

%ly . 

September. 

June . 

March * ♦ 

April. 

May . 

February . 
January 

October 

December . 
November . 

£ 

5,798,000 

5,876,000 

5,881,000 

6,096,000 

6,306,000 

6,377,000 

6,405,000 

6,416,000 

6,468,000 

6,508,000 

6,721,000 

6,901,000 

9 S 

9 J 

97 

fOO 

TOI 

lOT 

102 

102 

JO3 

107 

log 

August 

July . 

September 

Juife . 

May . 

April. 

March . 

October 

February . 
lanuary 
November . 
December . 

£ 

2,442,000 

2,452,90* 

2,469,000 

2,528,004 

2,560,000 

2,565,000 

2,609,000 

2,63.‘!.ooo 

2,648,000 

2,699,000 

2,782.000 • 
2,794,000 

94 

94 

,..95 

• 97 

99 

. 5 ^ 

100 

lot 

102 

104 

107 

roS 

1 Difference : Highest and Lowest Month, ;Cii>oj*ooo* 

1 Mean of extrevie Variations for 1845-1900, fi'5% 

Difference : Highest and Lowest Month, 

Mean of extreuL Variations for 1846-7900, 7 /, 





















CHAPTER XIII 

RETUI^NS OF THE LONDON BANKERS’ CLEARING HOUSE 

PAGB 

The returns of the London Bankers’ Clear¬ 
ing Houpe a souKe of information as * 
to business activity in the country . 132 
Table 18, Monthly Averagufi of London 
Bankers’ Clearing House Returns, 

1868-1900 . ... 133 

ComfKirison of Monthly Aver^es and 
Annual Atcr^cs . . .134 

Vari&ijons of Turnover of Clearing House^ 
have dimfiiished, while those of Kate 
of Discount have increased . .134 

Totalffor 1868-1900 . . 134 

Fluctuations in the Clearing House Ke- 
turns show no correspondence with 

The returns of the London Bankers’ Clearing House provide 
one of the best sources of information we possess as to 
the activity of business in this country, and to those ^periods 
of the year when that activity is greatest. Much may be learned 
from the monthly returns of exports and imports publisfled 
by the Board of Trade, but the Clearing House returns bring 
the main points as to activity of business together in the most 
distinct form available. * 

In order to show these points clearly these returns have 
been tabulated, and as far as possible formed into groups of' 
years corresponding to those into which the other tables in 
this volume are arranged (Table i8). In the case of the 
Clearing House returns, however, there was this difficulty; 
while the other tables are carried back to 1844 and 1845, the 
Clearing House returns have only been published continuously 
onwards from 1868. To make the figures correspond as far as 
possibler'.he first, seven years, 186*8-74, were brought into one 
' group. This enabled the remaining years to be divided in the 
same manner as, the' corre,sponding periods have .been in the 
other tables. t 

The averages shown are the monthly avfra^s of the turn-. 
^ over at the Clearing-House. ■ Being thus^taken out in months, 
they- are in the aggregate the twelfth part of the actual turnover. 

/ ‘3* - 


those of the Rite at the Bank of Eng* 
land . . • • 13s • 

Months of Highest Rates at the Banks of 
England, France, Germany, Holland 
and Belgium, compared with Cleariag*' 
House returns. . . I 35 “> 3 ^ 

Months of Maximum Notl Circulation in ^ 
Scotland and Ireland . . . 136 

Transactions of the Clearing House earlier 
than 1868 , . » . . 136 

Table 19. Exports and Imports, Clearing 
House Returns, and total Bank Note 
Circulation, years 1861, 1871, 18S1, 
i8qi. and 1000 . . • 137 
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TABLE 18. 


MonthliAverages of London Bankers' Clearing House Retumi iBdS-iW in poups ol 
Seven Years, 1868-74; Ten Years, 1873-84; Ten Years, 1885-94; afld Sue Years, 
1895-1900; with Sunmiary Table, 1868-1900. ^ 



1868-7t. 1 

1875-81 


1885-M. 

e 

ISM-MOO. 

Month. 

% • 

Average for the 
Seven Years, 
£398,669,000. 

Av. of 
Seven 
Years 
= 100. 

Average for the 
Ten Years, 
£464,863,000. 

Av. of 
Ten 
Years 
=100. 

Average for the 
Ten Yearsf 
£ 549 . 5 I 4 )«»* 

Av. of 
Ten 
Years 

=:iOO. 

Average for the 
Six Years, 
£676,890,000. 

Av. of 
Six 
Years 

sjOO. 

«January . 
February . 
March 

April 

May. 

June. • 1 

July • 

August 
September. 
October . 
November. 
December. 

ic 

385,314,000 

354,609,000 

412,781,000 

*17,886,000 

386,194,000 

375.597.ooo 

456,721,000 

387,185,000 

386,693,000 

408,231,000 

391.855,000 

420,971,000 

97 

Sg 

104 

105 

97 

9* 

115 

97 

97 

103 

£ 

£ 

522,619,000 
451.494.000 
495,646,000 
457.057.000 
485,025,000 
454,716,000 
473.489,000 
450.427,000 
407,233,000 
484,328,000 
443.695.000 
452,644,000 

II 2 

/i, 

gS 

104 

gs 

103 

97 

SS 

104 

96 

97 

c 

576,519,000 

549,991.000 

593,010,000 

531,620,000 

555,367.000 

524,401,000 

581,656,000 

534,846,000 

497,521,000 

568,144,000 

530,912,000 

550,183,000 

los 

too 

joS 

97 

tot 

3% 

97 

9’ 

103 

97 

100 

c 

722,760,000 
645,989,000 
712,738,00(1. 
623,841,000 
702,252,0(X) 

651,879.°“^ 

718,389,000 

668,793,000 

608,945,000 

709,243,000 

687,504,000 

672,368,000 

107 

9J 

JOJ 

704 

100 

99 
go . 
103 
103 

99 

. 

Difference : Highest and Lowest 
Month, 

Mean of extreme Variations for 
i 86 S- 74 i * 3 */. 

Difference : Highest 
and luowest Month, 
76115,386,000. 

Mean of extreme 
Variations for 1875-84. 
i*% 

Difference: Highest 
and Lowest Month, 
7695,489,000. 

Mean of extreme 
Variations for 1885-94, 
8 - 57 u 

Difference: Highest 
and Lowest Month, 
76113,815,000. 

Mean of extreme 
Variations for 1895“ 
1900, S’sV. 




Month. 


January . 
February 
March . 
April 
May 
June 
July . 
August . 
September 
October. 
November 
December ^ 


1868 1900 . 

Average for the 
'hirty-three Years, 
76514 . 99 »»«»- 

Average of 
Thirty-three Years 

S'-IOO. 

i 

lob 

546,216,000 

iQ 3 , 728 ,ooo 

96 

547,044,000 

JO6 

501,657,000 

97 

524,872,000 

J02 

494 ,897,OOP 


547,234,000 

502,296,000 

100 

97 

i66.837.000 

9' 

534.521.000 

104 

503.457.000 

9S 

515,129,000 

S 


Difference; Highe 'i and Lowest Month, /; 8 o, 397 .o<»- 
Jtfean ohextreme Variations for 1868-1900, fs */♦ ^ 
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But the proportions which they show of the fluctuatiftns result- 
ing corrj5spond^ That the basis is accifrate IS shown ^ by 
comparing the averages in Table i8, p. I 33 i with the actual 
, averages of jthe ^^riods giveA. The figures are as follows:— 

, LONDON CLEARING HOUSE. * 

‘ Monthly Averages. Annual Averages. 

‘ 1868-1874 . . ;£398,66<5,ooo=/oo 1868-1874 • “• ;^ 4,8>5.>44t000=^00 

1875-18% . , 464,863,000=7/6 ' 1875-1884 . . 5,567,045,000=7/6 

i8%-i894 . „ . 549,514,000=7^1? 1885-1894 . . 6,599,638,000=7^7 

1895-1900 . . 676,890,000=770 1895-1900 . . 8,144,458,000=769 

It will be observed from Table 18 that the mean of'thb 
extreme variations of the turnover of the Clearing House has 
gradually -diminished during the period tabulated. In this 
respeUt what has occurred differs from the results shovin by the 
varfations in the discount rate at the Bank of England, which, 
with the exception of the period 1895-1900, have continually 
increased in intensity during the corresponding time, as shown 
in Table 12, p. 97, and Table 36, pp. 192, 193—having been in- 


creasing from 1845 onwards. 

Bank of England Rate of Discount. 

London Bankers’ 

Clearing House. 

Periods. 

Mean of the exUeme 
Variations during 

Periods. 

Mean of the extreme 
Variations during 

1845-54 . 

each period. 

7 

• 

each period. 

1855-64 . 


1868-74 

% 

1865-74 

n'5 

rs 

1875-84 , 

. . iS-5 

1875-84 . 

. . J 2 

1885-94 


1885-94 

■ ■ S-5 

1895-1900 . 

2 I.S 

1895-1900 . 

■ .• 


As it may be convenient to follow the progress of the turn¬ 
over of the London Clearing House, the total returns from • 


1868 to 1900 are given. 


LONDON BANKERS’ CLEARING HOUSE RETURNS, 1868-1900. ' 


Y«at. 

Totals for the 
Year. 

Proportion of 
amount in each 
year to | 968 . 

Year. 

Totall for the 
Year. 

ProportUn of 
amount in each 
year to x868. 


i 

i668»xoo. 

« 

it 

1668 s: too. 

1868 

. 3.425,185,000 

. 100 

1885 

• 5,511,071,000 

. 161 

1869 

3,626,396,000 

106 

1886 

5,901,925,000 

. 172 

1870 

. 3,914,220,000 

114 

1887. 

• 6,077,097,000 

• 177 

1871 

4,826,034,000 

• 141 

1888 ‘ 

6,942,172,000 

. 203 

1872 

• ■ 5.916,452,OOP 

172 

1889 

7,618,766,000 

. 222 

1873 

.^oN' 70 , 94 !j,q[X) 

177 

1899 

. «/,801,048,000 

a 225 

1874 

• 5.936.772.0a) , 

• 173 

1891 

. 6,847,506,000 

. 200 

« 



1892 

. 6,481,562,000 

. 190 

1875 

.. 5.685.793.000 

, 166 

1893 

. , 6 , 47 §,OIJ,Qqp 

. 189 

1876 

. 4 » 963 , 48 o.(WO 


1894 

6,337,222,000 

. 185 

1877 

1878 

. 5 , 042 , 3 » 3 ,ooo 

■ 4.992,398.000 

. 4 , 885,9371000 

. . 14 * 

146 

i 

1895 

• 7 . 5 e& 83\900 

. 222 

1879 

143 


, 7 , 574 , 853 . 0)0 

e 7491,281,000 
. 8,097,291,000 

321 

1880 

■ 5,794,238,000 

. 169 

1897 

. 219 • 

1S81 

“■ 6,357,059,000 

.. -185 • 

1898 

• 237 . 

1882 

. 6 , 22 I; 206,000 

iSi*- 

iSp9 

9; I JO. 269,000 

. 268 


• 5,929.404.000 

• , 

1900 

. 8,960,170,000 

. 262 

1884 

■ 5.798,555.000 

. 169 

/ 

- 

• 
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As a period of active business is generally reflected in the 
discount market by a high rate, it might have been expected 
that the months in which most activity wgfe shown in the 
clearings would be the months which showe^ the highest rate 
of discount. But this is not thfe case. The months in which * 
on average for the fifty-six years, 1845-1900, the highest fates * 
of discount have been charged are thfe months of October, 
November, December, and January—the three" months at the 
f.lo|e and the earliest month of the yesfr. But the clearing 
returns show a generally different range of activity. According 
to them the months of greatest business activity are January# 
March, May, July, and October—the first and third months at 
the commencement of the year, the second month of the second 
quarter, the first month of the second half year, and the first • 
month of the last quarter. January, July and March are all on 
a level, October comes next, and then May. It is easy to 
understand that these months may very well be periods of 
business activity, but it is not so easy to understand' why 
this being the case the charges for discount at the Bank of 
England do not correspond. The activity of business is 
indicated by the amount of the cheques in circulation, and it 
might naturally have been expected that higher rates of 
discount would follow if these depended only on the demands 
of business. It may be remarked, in passing, that the highest 
months in the returns of the Banks of France, Germany, 
Holland and Belgium iffore or less correspond with each other, 
and that at none of these banks are the months of October 
and November marked by such exceptionally high rates as at 
the Bank of England. In all of them the winter months—and 
in the case of France ahd Holland the months of early spring 
also—are months of higher rates than the remainder of the 
year. These points a’re of importance so far as they appear 
to imply that the*requirements of the Bank Acrtv'of 1844-5 
exercise an influence over the rate of discount charged in thfs 
country by causing the rate at some periods of the year to be 
higher than ^ naturally would have been owiri^ to the demands 
,made thro£igh*ttie operation X)f the Act on the reserve of the 
Bank. This poi^is more fullv discussed in Chapters- IX. an 2 l* 
XIX., p. 81 and p. 190.*' 
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• ' 

Table 15, with the monthly averag-es of the Scotch note 
circulation and of the specie held against it, shows (pp. 118-120) 
what the requirlments for specie for Scotland were in May, 
June, November a^d Decemblr. Table 16, pp. 121-3, gives the 
corresponding information for Ireland. Table 17, pp. 124-131, 

' compares these points with the Bank rate. The months of 
maTcimum circulation w‘ere not precisely the same in Scotland and 
Ireland, but for the autumn and winter they fairly correspond. 

To facilitate comparison the proportions of the average rpte 
of discount of each month to the annual average d^count rate 
at the Bapks of England, France, Germany, Holland and ' 
Belgivijm are added, with the .corresponding proportions of the 
turnover at the Clearing House in London. 


Proportifan of Average Monthly Discount Rate to Average Annual Rate, fifty-six years at 
Banks of England, France, Germany, Holland, Belgium fifty years, and of Mmthly 
Averageto Yearly Average at London Bankers' Clearing House thirty-three years. 


Monla. 

Bank of 
England 
(SeeTablel 2 ) 
Average of 
Fifty-six 
Yearssioo 

Bank of 
France 
(SceTable 21 ) 
Average of 
F’lfty-six 
Years S5 too. 

Bank of 
Germany 
(SceTablc 25 ) 
Average of 
Fifty-six 
Years—100. 

Bank of 
Holland 
(SeeTableSO) 
Average of 
Fifty-six 
Years=ioo. 

Bank op 
Beh.ium 
'SeeTable 33 ) 
Average of 
Fifty 

Years= 100. 

L<»ndon 

ClJtAklNG 

House 
(SecTablclS) 
Average of 
Thirty-three 
Years u too. 

Month. 

January 

110 

106 

106 

106 

104. 

106 

January 

February . 

99 

104 

97 

103 

99 

96 

Febiuary 

March 

96 

101 

94 

99 

95 

106 


^ril . 

93 

98 

94 

96 

95 

97 


May . 

99 

98 

96 

97 

98 

102 


June . 

92 

95 

96 

94 

96 

96 


July . . 

89 

95 

97 

95 

96 

(o 6 


August 

92 

96 

96 

96 


97' 


September . 

92 

96 

100 

96 

98 

91 

September 

Octol>er 

108 

10 ^ 

107 

lOI 

104 

104 

October 

November . 

116 

106 

109 

107 

110 

98 

November 

Decemljet . 

113 

105 

no 

1(0 

108 

lOO 

December 

■ V - 


There is but little to show what the transactions of t)ie 
Clearing House were earlier than the year 1868. It is stated 
in the minutes of evidence taken before the Committee of the 
House of Cornmons on the Bank of England Charter, 1832 
(No. 3,624, p. 258), that in 1810 “the daily amount of the 
transactiofiS'flf the Clearing House varied ft-om ;^5,ooo,ooo to 
15,000,000, and that the amount of bank notes paid were 
from ,^2'50,cJx) to..;^300,ooo.” The amount'pissed by the 
principal banking houses In London at the Cl^riii^ House in 
3839 is given as“^94i,40i,6oo [Primipks of Money, by John 
Wade, 1842, p.^79). Th'ese intiications are;,too slight to build 
any useful inferences on them as to the' course of business in the 
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first half «f last century. The figures for 1868, however, given on 
p. 134, allow us to form a rough estimate of the amount in 1861, 
anci the following table (Table 19) enables u#to compare the 
exports and imports, the amount'-of the clea|»ing, and the total 
bank note circulation of the United Kingdofn at every decade* 
from 1861 to 1900. It will be seen from this that during the “ 
forty years over which the table extends,‘while the exports and 
imports collectively increased in the proportion cf from 100 to 
^4^, the total amount of the clearings increased in the proportion 
of from 100 to 320—a far larger proportion—while the note 
tirculation liad only extended from too to 124, an mcrease of 
only about half the growth of th^ exports and imports. It is 
in the clearings that the great extension has taken place, the 
paper circulation of the country being now for practical purposes • 
mainly in cheques, against which, it may be remarked in 
passing, no adequate specie reserve has been provided- 

TABLE 19. 


Exports and Imports of United Kingdom, Amounts passed through the London 
Clearing House, and the Total Bank Note Circulation of all the Issuing Banks In 
the United Kingdom for the years 1861, 1871, z88i, 1891, and 1900. 


Year. 

Declared Value 
of Exports 
and Imports 
(See Note i). 

Increase 
of Exports 
and 

Imports, 
t86i —100. 

Amount of 
Clearing in the 
Year stated. 

increase of 
Clearing 
since i8bi, 
i86i = ioo. 

Ilccimal 
Proportion 
of Total 
Exports 
and 

Imports to 
Clearing. 

Total Bank 
Note Circula¬ 
tion in the 
United 
Kingdom. 

Increase 
in Bank 
Note Cir¬ 
culation 
since 1861, 
1861-100. 

Year. 

x86i. 

L 


£ 



£ 



Exports 

125,100,000 








mports 

183,000,005 


(say) 






Total 

308,100,000 

100 

2,800,000,ooot 

100 

'IIO 

36,585,000 

700 

1861 

1871. 









isxports 

223,100,000 








mpoits 

270,500,000 








Total 

493,600,000 

160 

4,826,000,000 

,/ 7 « 

'IO3 

42,060,000 


1871 

i88t. 









Sxports 

234,000,000 


• 






mports 

333,900,000 








Total 

567,900,000 

184 

6,357,000,000 

SS’J 

■Sg 

41,791,000 

114 

1881 

1891. 



• 






Sxports . 

247,000,000 


• 






mports 

373,500.000 




• 

46,296,000 


• 

Total 

620,500,000 

SOI 

6,848,000,000 

‘45 

'91 

* IIO 

1891 

1900. 

-- - 



» 

« 

• • 



itxports . 

291,192,000 


0 


M 




toports 

Total 

459,893)600 
751,Oils",000“ 

t 

8,960,00«,000 

320 


45,460,000 


1900 



- IT- 





Sri 9L. 


- , ---,-- y- - - 

«OTB I. —The re-exports ^Mweign and colonial produce is deducted from the imports in this 
tatement, thus showing thJnet amount'd! impo'*' i- 

t Estimated amount of the clearing. 
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'“rhe Autumnal Drain takes its, origin 
from the requirements of the season . 138 
Table 20. Statement tfiowing the Autum* 
nal Movements in Gold apd Silver 
Coin held by the Bank of England, 
1881-1900 . . . . 138 

Influence of the Bank Acts of 1844-5 on 
the Autumnal'Drain . . . 139 


Gold taken from the Reserve of the Bank 
" of England as basis of Note circuUtion 
in Scotland and Ireland • / • • *39 

Examples of this and large proportion of 
amount drawn from Bank during the- ' 
Autumnal Drain on account of require¬ 
ments of Acts of 1844-5 . . 139 

Effect of this movement on the Bank Rate 139 


This name is given to a movement of coin throughout the 
country in the months of autumn, which sometimes reaches 
very considerable proportions. It takes its origin, no doubt, 
from the requirements of the season, which stimulate employment 
in agriculture, and set large masses of the population free for 
an autumnal holiday. The following statement shows the 
movement of specie from the Bank of England for the years 
from 1881 to 1900;— 

TABLE 20. 

Statement showing the Autumnal Movements in Gold and Silver Coin held b; the 
Bank of England for the years 1881-1900—beginning of September to about the 
middle of November in ea^ year. 





Gold Coin. 



> 

Silver 

Coin. 

Year, 

Keceived from 
or taken for 

Abroad on balance. 

Taken for 
Scotland 
on Balance. 

Taken for 
Ireland 
on Balance. 

Received from or taken 
for Hume Cticulation 
oA Balance. 

Total 

Dccrea&e. 

Increase 

or 

Decrease. 


Reed, from 

Taken for 

£ 

£ 

Reed, from 

Taken for 

£ 

£ 

1881 


1,772,000 

811,000 

838,000 

4W.000 


788,000 

3,801,000 

60,000 

1882 


417,000 

610,000 


880,000 

2,745,000 

19,000 

1883 


413,000 

795,000 

180,000 


873,000 

2,261,000 

92,000 

1884 


1,460,000 

765,000 

;f7o,ooo 


935.000 

3,430,000 

61,000 

188 S 


754,000 

660,000 

1,110,000 


252,000 

2,776,000 

13.000 

1886 

259,000 


717,000 

330 »ooo 


391,000 

1,179,000 

28,000 

1887 

353»ooo 


575,000 

25,000 


383 ,(XX) 

630,000 

57,000 

1838 


2,513,-ocio 

445,000 

420,000 


689,000 

4,067,000 

141,000 

1889 


2,431,000 

612,000 

300,000 


640,000 

3,983,000 

414,000 

1890 

... 

2,009,000 

616,000 

480,000 

M . 

1,215,000 

4,320,000 

174,000 

1891 


i, 4 Vi,ciob 

478,000 

120.000 

• •• 4 

288,000 

2 . 5591000 

77,000 

1892 

65,600 

1,856,000 

533000 

i 35 »ooo 


720,000 

3,344,000 

163,000 

1893 

800,000 

440,000 

724,000 


451,000 

146,000 

1894 

74,000 


584,010 

‘964,000 

300,000 


730,000 

c,54P,ooo 

40,000 

1895 


3 , 329 , 0 (^ 

178,000 


1,213,000 

5,684,000 

104,000 

1896 


1,453.000 

539.000 

108,000 


3,^,000 

^,448,000 

27,000 

1897 


928, oop 

60^,000 

300,000 


i 37 .<»JOt^ 

2,(ro,ooo 

3,4?p,ooo 

4,000 

1898 


773,000" 

829,000 

345 , 000 " 


523,000 

131,000 

,^9 


4,905,000 

515,000, 

357 ,^ 


1,149,000 

6,926,000 

132,000 

1900 


1,052,090 

926,000 

330,dbo 

163,000 

4 Ntl 

2,145,000 

49,000 


Note.—T he Sgures printed in thick type in the column "Silver Coin," represent an increase. 

1138 
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There is thus an internal ebb of'gold in autumn. A 
corresponding influx to the extent of from two to three 
millions takes place between the months of’May and June. 

The effect of this autumnal J)ressure w^ described in 1857 
by’the late Mr. William Langton, to the Snatistical Society of 
Manchester {Transactions, Session 1857-8), and the in^esti-' 
gation was carried on, with. his accitetomed ingenuity and 
researchV>y Professor W. S. Jevons, 1866 (Statistical Society 
,.of,London: Journal, vol. xxix.). The pressure is enhanced by 
the requirements of the Bank Acts of 1844-5, acting through 
•the movements of the Scotch and Irish issues. See Tables 15, 

16, 17, pp. 118-131. 

An’amount of gold has to be brought from tlie Bank of 
England to Scotland and Ireland corresponding, on average, • 
with the amount of notes in circulation. An examination of 
the figures contained in Table 20 will show how.this works 
out. The amounts for 1881 and 1882 will serve as examples. 


1881. 

Gold taken for abrotid 

. £1,772,000 



Do. 

home circulation 

788,000 





-£2,560,000 



Do. 

Scotland 

. ;£8n,ooo 



Do. 

Ireland . 

430,000 





-£1,241,000 

£3,801,000 

1882. 

Gold taken for abroad 

■ £417,000 



Do. 

home circulation 

. 880,000 





-£1,297,000 



, Do. 

Scotland 

• £838,000 



Do. 

Ireland . 

. 610,000 





-£1,448,000 

£2,745,000 


The amounts moveS to Scotland and Ireland are taken out 
of the reserve of the Bank under the provisions of the Acts of 
11144-5. more than a third of the total, in 1882 more 

than half the total of what was thus drawn was taken under 
this influence. 

On an average, for the years 1846-1900, the rate of dis¬ 
count charged by the’Bank of England was higher during the 
autumn months, And particularly in November,* in “Tonnection 
with this movement. A somewhat similar movement <5 trace¬ 
able in the fet'urns of the Banks*of Fiance, Ger^anf, Holland 
and Belgium^ ^ 

(For further information* see Falgrave, Dictionafy of Political Economy, 
article on “Autumnal Drain”; Jevons,«/«»M%a/tfKS in Currency atid FinaitCe,* 
London, 1884; and^R.'H. JngUs Palgraive, Evidence Before Select Committee 
of House of Qommons, Banks of Issue, 
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Chapter X. contained a statement, Table 13, pp. 98, 99, of the 
variations in the rate of discount charged by the Bank of 
England from 1844 to 1900, commencing with the date when 
the Act of 1844 came into force. That date was selected 
the starting-point of this inquiry, because before that period it 
had scarcely been the custom of the Bank of England to make 
any variation at all in its rate. On some occasions, particularly 
in 1839, a higher rate was charged, But the regular Bank 
rate was ^ per cent. The market rate mi^ht be something 
very different, but the' Bank did not concern itself with that. 
If the mSirket, rate .wa^ as high or highhr thart “the Bank 
rate, the Bank was resorted-to for discount j^urpses; but if 
the market rate waCs lower, the Bank 'did'not reduc-e its rate 
"accordingly." ^ Earlier that! the date from which that table starts 
—Sfpte;mber 5th, 1844—the, rate chkrged by the Bank of 

141) 
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England is no guide to the market rate, and hence it was of no 
service to pursue .the investigation further back than that time. 

' The same date was taken for the starting-point of the tables 
of the rate of the Bank of France, as has J)een done with the 
Banks of Germany and Holland, in order tdrfacilitate comparisoft 
between the operations of the different banks. The Bjfrik of 
Belgium did nol commence operations yll 1850. 

Fof^ long time before 1844, in France as," genefally speak¬ 
ing, in England, the rate of the bank had not varied from 4 per 
cent. It stood at that point at the Bank of France from 1820 
to January, 1847. 

The tables of the rates charged by the Bank of France 
correspond in arrangement exactly with those relating ^o the 
Bank of England. The first table. No. 21, p. 142, gives the , 
average rate of discount charged month by month by the Bank 
of France during the period from 1845 to 1900, in groups’of 
ten years each from 1845-54 to 1885-94, and for the six years 
1895-1900. It also shows the proportion which the rate 
charged in each group of ten years bore to the average rate of 
the period. A summary table shows the average monthly rates 
for the whole period, 1845-1900. Table No. 22, pp. 144, 145, 
gives the number of changes of the rate in each year, and the 
total number of days at each rate in each year. A supple¬ 
mentary .table. No. 23, p. 146, shows the number of days at 
each rate arranged from the greatest number of days which each 
rate lasted to the smallest, and the number of days at each rate 
arranged from the lowest rate to the highest. 

Before commencing this comparison, it will be desirable to 
give some description of the organisation of the Bank of 
France. The direction of the fenk consists of the following 
persons :—First, there* is a governor and two sub-governors; 
all these three are nominated by the GoveVnment, and are 
understood to bs removable at its pleasuij!, ]jut: 4 his power, 
as a matter of fact, is not exercised. .Then there ajre fifteen 
directors, iwhq are. elected by the proprietors. Throe of these 
directors njpst be seletted fronj ijie* class *of* the receivers- 
general, «vhcf fre connected with the GQvernment, and the 
management of the taxes 0/ the. country. The receveun* 
giniraux, or tfisSrieri payairs-giniraux, aS they are more 



143 


VARIATIONS IN RATE, BANK OF FRANCE [cH. *v 


t 


• ( * 

TA^LE 21. 

’Monthly Avenges of AEnimum Rate ot Discount of Bank of France 1845-1900^ 
, in, groups' of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 1885-94, *06 of 
, Six Years, 1895-1900, with Sununary Table, i845-i9oa , 


n 


Month. 

' iBte-Bf. 

18 U- 64 . 

J 866 - 74 . 

1875 - 84 . 

Average for 
the Ten Years, 
£3 ly*. S'/. 

Av. of 
Ten 
Years 
BXOO. 

Average for 
the Ten Years, 
£i I,,. lorf. 

Average 
of Ten 
Years= 
100. 

Average for 
the Ten Years, 
£,1 tS/. \\d. 

Average 
of Ten 
Years as 
100. 

Average for 
the Ten Yca«, 
at. id. 

Average 
of Ten 

YefTS* 

100. 


£ ». 

d. 


£ r. J. 


£ t. d. 


e s. 

d. 


January 


I 

/o/ 

S ■ 9 

toy 

4 3 II 

lob 

3 8 

0 

I/O 

February . 

4 2 

0 

/OJ 

4 18 8 

104 

406 

102 

3 7 

7 

log 

March «. 

4 0 

4 

lOI 

4 r6 8 

102 

3 17 8 

99 

3 4 

10 

tos 

April 

4‘-0 

0 

IQI 

480 

93 

3 16 0 

Q 7 

3 I 

•3 

99 

May 

3 18 

10 

gS 

4117 

g 6 

3 16 9 

97 

3 0 

9 

gS 

June i. 

3 18 

0 

9 l 

485 

93 

3 14 0 

94 

2 17 

0 

94 

July 

3 18 

0 

gS 

480 

93 

3 14 10 

94 

2 17 

0 

92 

Au^st 

,3 88 

0 

gS 

4 7 3 

9 ^ 

3 17 9 

99 

2 17 

2 

92 

September. 

3 18 

0 

gS 

4 8 0 

93 

3 17 0 

gS 

218 

0 

93 

October 

3.19 

9 

100 

4 19 " 

'OS 

4 f 7 

'03 

3 I 

4 

99 

November . 

4 0 

0 

101 

568 

112 

4 4 I 

toy 

3 6 

0 

106 

December . 

4 0 

n 

102 

5 3 0 

108 

430 

ros 

3 6 

0 

106 

Difference: 

fiiehest and Lowest 

Difference: Highest and 

Difference: Highest and 

Difference: Highest and 

Month, At. 




Lowest Month, 19^. s<i. 

laowest Month, 

IQS, id. 

Lowest Month, 

lit. 

Mean of extreme Variations for 

Mean of extreme V’ari* 

Mean of extreme Vari- 

Mean of extreme Van- 

•8, 5 - 54 . *' 5 % 




ations for 1855-64, to% 

ations for 1865- 

74 . 4 ' 5 % 

ations for X875-84, 9% 




1885 - 94 . 

1896 - 1900 . 

1846 - 1900 . 



Average for 

Average of 

Average for 

Average of 

Average for the 

Average 
Kate of 
Fifty«Mx 
Years=ioo. 

Month. 


the Ten Years, 

Ten Years 

the Six Years, 

Six Years 

Fifty-six Years. 



Ct » 7 ». id. 

= 100. 

l-t 8j. 8<f. 

= 100 

£3 MS 




£ I. 

d. 


£ r. 

d. 

t 

£ t. 

d. 


January . 


2 19 

9 

104 

2 II 

9 

J06 

3 IS 

10 

J06 

February. 


2 17 

8 

100 

2 9 

7 

102 

3 14 

4 

JO4 

March . 


217 

0 

99 

2 9 

3 

tot 

3 12 

6 

JOI 

April 

hfay 


2 17 

0 

99 

2 8 

4 

99 

3 9 

10 

gS 


2 16 

8 

gS 

2 8 

2 

99 

3 10 

3 

gS^ 

June 


2 16 

0 

97 

2 6 

8 

g6 

3 8 

I 

9 S 

July 


2 16 

0 

97 

' 2 6 

8 

, 96 

3 * 

2 

93 

August . 


2 16 

0 

97 

2 6 

8 

g6 

3 8 

7 

g6 

September 


2 17 

I 

S 

99 

2 6 

8 

g 6 

3 8 

n 

96 

October . 


2 iq 

‘03 

2 8 

I 

99 

3 13 

s 

t 03 

November 


3 0 

0 

104 

2 10 

0 

103 

3 16 

3 

100 

December 


2 19 10 

104 

2 12 

7 , 

108 

t. 

3 15 

5 

tos 

c Difference : 

Highest and 

Lowest Month, 

Difference : Highest and 

Difference: Highest and 

44 . 


11 



Lowest Month, 5^. iid. 

I/jwest Month, 8r. ad. 

Mean of extreme Variations for 1885-94, 

Mean 

of extreme Vati* 

Mean 

of extreme Vjari- 

I'iY. 





ations for 1S95-1900, 6/ 

atiems lot 

i 845 -: 9 ot. s'jS: 
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properly|CaIled, are the Government or Tyeasury Agents in the 
Departments. Five of the twelve remaining directors must 
be* taken from among merchants, manufactufers, and leading 
business men in Paris. Besides these there are the three 
cetisors, who must be chosen^from among men engaged in„ 
business and manufactures, and who thus specially represeijf the ^ 
manufactures and the industry of Paris. The governor, the twa 
sub-govgrnors, and the fifteen directors form the^ genecal council. 
Nothing re done without the presence and the surveillance of 
the censors, who have not the right to vote, though they may 
,speak and tplace their opinions on the minutes of the delibera¬ 
tions. Great part of the detail of the management rests with 
the tWQ sub-governors, but the* diredtors have tlje right to 
decide and vote on any measure which may come before them. 
The directors are understood rather to act as checks on the two 
sub-governors than to be the actual managers of the business 
themselves. The system is understood to work well in practice, 
and the mixture of the more permanent portion of the governing 
body, which is selected by the Government, with the portion 
which is selected by the shareholders themselves, is an advan¬ 
tage in enabling a regular system of management to be steadily 
carried on from year to year. The number of the places at 
which banking facilities were given by the Bank of P'ranee at 
the date of its report in 1902 was 411, divided thus;— 

t Central Office. 

126 Bi^anches. 

50 Auxiliary Offices. 

234 Towns connected. 

411 Places recogifised as in connection 
• with the bank. 

• 

The branches and^ places,connected with the bank include all 
he principal cities and towns of the cou.itry. '"Some of thp 
iranches carry on a very large business, and'the antount of 
he business done by tjiem in‘.the 4ggreg^ta. considerably 
ixceeds tljjit’^do^e by the head office at Taris. Some of the 
jranches.lTowever, aPe small. It was mentfonedJjj the’ report ^ 
or 1902 that fawer than ten«of them were carried on at 
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Ymts. 


1844 

1845 

1846 

1847 

1848 

1849 

1850 
1861 
1852 
1858 
1854 
1856 
1856 

1867 

1868 
1869 

,1860 

1861 

1862 

1863 

1864 ' 

1866 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 

1879 

1880 
1881 
1882 

1883 

1884 
1886 
1886 

1887 

1888 

1889 

1890 

1891 
' 1892 

1893 

1894 
1896 

1896 

1897 

1898 

1899 

1900 


' TABLE 22 . 

' BANK OF FRANCE 

Changfcs io the Rate of discount ChBrg;ed by the 
since the sth September, 1844 (when the Banl% Act 


Number of Changes. f 




Fall*' Tou!. 


No change 
No change 
No change 
I * I 
No change 
No change 
No change 
No change 
I 


No change 
No change 


No change 

I 



303 

279 


99 

123 


126 

123 

151 
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4 TABLE 22— eottlmual. * 

RATE OF DISCOUNJ, 1844-igoo. 

B«9k of France, and tbe Namber of Days at Each Rate in facb Year, 
came into Operation in England), to 31st December, 1900. 
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TAiBLE 23, 

Bank of France—Rate of Discount—1844-1900. The Number of 
Oays at each Rate, arranged from the highest number to the 


smallest. 



r 

Numbet of Di.ys (20,570). 

Rate Per Cent. 

Number of Dayss 1,000. 

S. 5 S 7 

3 


.470 

4.516 

4 


221 

*.579 



126 

3,061 

5 


. ■ 100 

2,037 

2 


98 

. 1 . 8^5 

si 


88 

1.170 

6 


67 

• 353 

4 i 


17 

286 

7 


14 

» 130 

Si 


6 

41 

8 


2 

21 

li 


1 

16 

9 


— 

8 

6i 


— 

20.570 



1,000 

Bank of France—Rate of Discount- 

-1844-1900. The Number of 

Days at each 

Rate, arranged from the 

lowest rate to the 

highest. 



• 

Rate Per Cent. 

Number of Days (20,570). 

Number of Days=i,ooo. 

2 

2,027 

•* 

98 

*i 

*.579 


126 

3 

5.557 


270 

3 i 

1,81s 


88 

4 

4,516 


221 

4 i . 

‘ 353 


17 

5 

2,061 


100 

5 i •, 

. 120 


6 

6 

1,170 

. 

67 


8 

' • ■* 

— 

7 

• , . 286 

i 

14 


21 


1 


. ' . '41 


• 2 

9 

.» 16 

% 

V — 
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*. * 

a loss, which in the aggregate was more than ;^3,ooo. Some 

of these branches fiave not been long established. They give 
collectively very valuable assistanae to the trade of the country, 
and it is certain that without tjiem the po^^ition-*of the bank 
wouid be very inferior to that which it holds at tile present 
time. The best •description, perhaps, which can be given of* 
the mo^g^in which the business of the bank is carried on is 
to be fouiki in the evidence given by M. Rouland, the late 
governor of the bank, before the official “ Enquete sur les 
grincipes et les faits generaux qui regisscnt la circulation 
mon^taire et fiduciaire,” held in Paris in 1865. Though this 
inquiry ^ook place some years sirfce, it'is understood that the 
general arrangem*ents at the present day remain very much 
what they were then. M. Rouland, in describing the organisa¬ 
tion of the governing body of the bank, stated that it consisted 
of two perfectly distinct elements, one being the portion 
chosen by the State, and the other chosen by the shareholders. 
The persons chosen by the State, namely, the governor and 
the two sub-governors, are, according to M. Rouland’s words, 
bound to see that the business of the bank is carried on for 
the public advantage. It is their duty to sec that the statutes 
of the bank are not overstepped, and that the interests of 
trade and commerce are attended to. It is from them that 
the proposals to raise or to lower the rate of interest appear 
almost invariably to proceed. M. Rouland’s account was as 
follows :—“ Nothing of any description which concerns the 
great interests of the public, nothing which concerns the 
larger duties which the Bank has to perform towards commerce 
and industry, nothing of all that ckss of business belongs to 
or is left to the discretipn of what he called the interested 
party.” By this M. Rpuland understood that portion of the 
governing body which dkecjly represented the shareholders. 

“This is a guarantee,” M. Rouland^ continued, “which 
ought, of itself, to satisfy any who have any doybts.on the 
subject. Does the public know it?*. ArcJ;he*publk aware that 
during sixty^-tw(i y-aars it has not perhaps happened twice that 
the councik'has had \o "propose that the rate X)fif discount 
should be raised q/, lowered ? Doer the public ‘know that it is 
always the active element of the ^Government, which, waCching 
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' ♦ • • .1 
vigilantly over the public interest, has made the proposition ?" 

M. Rouland proceeded to say that the two portions of .the 
governing body ^ have alwajrs worked together in the most 
perfect harmony, pnd that in this harmony of the two portions 
of ihe governing body the security of the institution consists. 
M. Rouland spoke, and with a just sense of •pride, of the part 
which the B^nk of France had always taken in develj^ping the 
commerce and industry of that country. Opinions^ave, how¬ 
ever, been occasionally expressed that the commercial element 
is not sufficiently represented in the general council of manage¬ 
ment of the bank, and that it would be desirable to choose a 
greater number of representatives of various branches of 
business to form part of the direction. 

This opinion is referred to here, but it is only right to add 
that the Bank of France has for many years carried on its 
business' with great intelligence and judgment in the most 
essential points. In particular its management during the 
period of suspension of specie payments in France, from 1870 
to 1874-5, ^ period of the greatest difficulty, was a brilliant 
example of what the conduct of a bank should be under 
exceptionally trying circumstances. Again in November, 1890, 
at the time of the Baring difficulty, the assistance which the 
Bank of France gave to the Bank of England, and the three 
millions sterling in gold which it lent at that time, were of the 
greatest assistance in enabling the Bank of England to avert, 
the crisis which seemed so near and was so much dreaded. 

The business of banking has not, it must be remembered, 
hitherto reached in France anything like the same proportions 
which it has done in Great Britain and Ireland. There are 
few banks in France at all to be compared with the great 
banks of England, Scotland, and Ireland. Of these larger 
banks,the “Comptoir d’Escompte," 1.the “Credit Lyonnais,” 
and the “ Societe Q^n^rale” are the most important, and do a 
considfirable business, principally in the larger towns, and there 
is besides a£ large number of very r^^spectable ‘private firms who 
carry on banking- business with much sucqpss ^nd solidity. 
The idea, of banking is different In Trance fwsn that heJd 
in this country; cheques are still corcipai^atively little used. 
Specie and the notes of the Bank of Franc? are still the 
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means u|ed for the payment of debts, «ot cheques, as with 
us. But no bank in France possesses anything like the 
organisation of the Bank of France, and its position,is a very 
different one from that of the Bank of England in respect of 
its influence over trade throughc^ut the county. Besides Paris,, 
the bank provided banking facilities in thd year 1902 at^4ii 
places in France^ including all the most important centres, such, 
as citi^like Lyons, Marseilles, Bordeaux, Havre, .Lille, and 
Roubaix, \jlown to quite small towns in remote districts. At all 
•th* offices business in discounts and advances is transacted at 
^the same rjtes as in Paris. The Bank of France thus regulates 
the charges for the use of money throughout the country. 

Th^ amounts of the balances .kept‘by other banks i^ith the 
Bank of France have never been published in the same manner 
as those kept by the London bankers with the B^nk of 
England formerly were, and hence it is not possible to speak 
on the subject with any certainty ; nor is it likely that they ap¬ 
proach anything like the same sums. P'rom both these reasons, 
and from the general circumstances of the trade of the country, 
the Bank of France is not exposed to :uiything like the same 
sudden demands as the Bank of England. The current of 
commercial activity in France flows with a very different and 
more equable course than in England. A country which 
depends so greatly on agriculture as France, where manu¬ 
factures, commerce, and trade with other countries fill relatively 
so much smaller a space in the general activity of the people 
than they do in England, will always be likely to follow a more 
undisturbed course in the way of business than is, or can be, 
the case here. There are much fewer causes to lead to the 
vast demands for bullion for expost, which occasionally operate 
so suddenly and so powerfully on our market. The sums on 
deposit with banks in.b'rance are, beyond question, both smaller 
in proportion to the numbers and to the general wealth of the 
population than in England, and they are.alSb Tttord*generally 
deposited for longer periods than with‘us, and are much less 
likely to be suddenly required to* be repaid. AU'theie circum¬ 
stances t^ite.ipi'causing the denteritis oq the Bank of France 
> to be of*-tf totally difi'^rent ‘description frofh* the (dffwtands on 
the Bank of Ejjgland, and it Is jonly natural, to find'that this 
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difference is reflected in the variations of the rate o^ interest 
charged by the two banks. The average rate of discount 
charged by the ^ank of France has been as nearly as possible 
on a level with that charged by the Bank 6f England for the 
»period under consideration, tl^e figures being £$ 12s. for the 
. Banji of England' and jCs n-f- 9 ^- for the Bank of France, 
rbut the duration of extremely high and extremely low rates has 
been much shorter in France than in England. Thus^^e rate 
of the Bank of France has been oftener at 3 per c^nt. during 
the period under notice than at any other rate, and next* to* 
that rate 4 per cent, shows the highest proportion. A firm 
which did -business with the Bank of England would have 
been a»ble,to discount its bills at 3 and 21 per ceijt. for a 
greater length of time there than it would ha've been charged 
the same rates by the Bank of France. Between the ist 
September, 1844, ^■^d the 31st December, 1900, which includes 
20,570 days, the rate ruled at 3 per cent, and below for 11,341 
days jjit the Bank of England, while it stood at corresponding 
rates for 10,163 days at the Bank of France, but while the 
Bank of England charged 4 per cent, for 2,698 days, the same 
rate was charged by the Bank of France for 4,516 days. The 
number of days at 5 per cent, was much the same at both 
banks, 2,012 at the Bank of England, and 2,061 at the Bank of 
France. In the highest rates of all, the customers of the Bank 
of France would have had the advantage. The Banic of France 
has never raised its rate above 9 per.cent., but the Bank of 
England has charged 10 per cent, for 141 days. The Bank 
of France charged rates from 6J to 9 per cent, for 372 days 
only, but the Bank of England charged rates from 6^ to to 
per cent, for 1,172 days. This means that during the fifty-six 
years under consideration a customer of the Bank of France 
would have had to pay high rates for about one year, while 
the customer of the Bank of England would have had to pay 
still higher rates ior'more than three. The fluctuations in the 
rate chdrged by the Bank of France have also been much 
less violent tbaq those, in the rate of. the Bank of England. 
Tables 37 and 38, on pp. [96, 197, make this \eery cl^ar. Thus 
. the fluctuation at the Bank of England hfas in ohe'ji^ar been 
as great as dj.^ier cent., but at the Bank^^^of France the 
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fluctuation has never been more than 5 J)er cent, and in very 
few years has it exceeded 2 per cent 
• The number of variations in the rate has been much smaller 
in France than in England. Daring the period between 1844 
an^ 1900 the Bank of France,altered its rate iti times; the^ 
Bank of England altered its rate 400 times. The greatest, 
number of variations in the rate of the Bank of England took 
place ^ 1873, when there were no fess th^n^ 24. changes; 
during that year the Bank of France altered its rate 4 times 
* pnfy. The greatest number of changes in the rate of the Bank 
„ of France took place in 1864, when there were 11 changes, but 
in that year there were 15 alterations at the Bank* of England. 
There ^ also another curious diflerencfe in the course of business 
in the two countries to be noted. While during quite recent 
years the number of alterations in the rate charged by the 
Bank of England remains on average quite as great as in 
the earlier years under notice, being 193 between 1844 and 
1872, and 207 between 1873 and 1900, the changes in the 
rate of the Bank of France have much diminished in number, 
having been 77 in the former period and only 35 in the later. 
We will take the period from 1890 onward :— 




Yicars 1890-1900 



Bank of England. 

Yeari. 

No. of 
Changes in 
Rate. 

Years. 

Bank of France. „ N”- “f 

Changes in 
Rate. 

1890 . » 


tl 

1890 

. No change 


1891 . 


. 10 

1891 

. No change 


1892 . 


• 4 

1892 

I 

1893 • 

• 

. 12 

>893 

. No change 


1894 . 


2 

1894 

. . No change 


1895 . 

. No change 

1895 

I 

1896 . 


• 3 

1896 

. No change 


1897 . 


. 6 

1897 

. No change 


1898 . 


. 6 

1898 

I 

1899 . 


. 6 

• 1899 


2 

1900 . 


6 

1900 


4 

Changes in rate 

. 66 


Changes iji rate . 

9 


While the avgrag* r^e charged by the Bank of France, 
taking the whole time* from 1845 onwardh into consideratioq, 
has been^tlqsely op a level with the rqte charge^ by,the Bank 
of England, Jt is especia''y noticeable that therfattes charged by 
the Banl6,of France have been lower than thgje of the Bank of 
England* during the years of panic which haye *0\!^rred in, 
England during^ the same period; Thus, to compare the rates 
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in England and France during the years 1847, 1857, 1866, and 


1890 we find 



t 


Bank’of England. 

Rate 

of Discount t 1 
£, s, d. 

1 Bank of France. 

Rate 

of Discount 
£ s. d 

Year. ^ 

Year. 


. 1847 . • • 

536 

1847 


4 19 0 

1857 . 

6 13 3 *1 

1857 


630* 

. :«66 .• 

6 19 0 1 

1866 


314 0 

, 1890 . . . 

4 10 5 1 

1890 

• * 

300 


« • 

The division of the accounts of the Bank of fillgland 
between the Issue and the Banking Departments *may have 
had something to do with this. * 

It is a remarkable thing that there should hare been so«t 
great a diffeVence in the rate of discount charged during the 
year 1&66 m two great centres of business activity situated so 
close tp each other and connected by so many bonds of com¬ 
mercial intercourse. In the year 1878 a similar divergence 
took place; the rate of the Bank of England was £2, 15^. id., 
of the Bank of France only £2 45. 2d. for that year. The 
year 1890 was the one of the Baring difficulty. The Bank 
of France assisted the Bank of England with a loan of three 
millions, but its rate remained unchanged at 3 per cent, during 
the whole twelvemonth, while the rate at the Bank of England 
averaged £^ lOi. ^d- It appears, however, that there has 
been on the whole of late years a tendency towards a greater 
correspondence in the rate of interest charged in botj;i countries. 
These points will be discussed further in Chapter XX., p. 203, 
in which the fluctuations between tho rates of the different 
banks referred to are collectively examined into. 

The reserve in the precious metals held by the Bank of 
France has of late years greatly increased. The details are 
stated in Table 24, p. 153. ' . 

The Bank of France, we must remember, has had to pass 
through very great trials during recent years. Changes in 
the form,of gov^ernment, revolution^., tS'ars,,, and even hostile 
occupation, have all* disturbed the even* coyrse of life in Paris 
and in F,rance. The Bank of France has. had, tp .Ijear many 
trials of this ‘flescrrption,, and has nset them-.^!! with great 
courage and prudence.* 

* For farther ififonnation see Reports of Bank of France, translated in August 
nunibers of Bankeri iSagazint. * * - 
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TABLE 24* 

f 

Gold and Silver held by the Bank of France, t877-X90a 

• * , 

Alterations in amounts of Gold and Silver held from December* 31, i8%7, to 

December 31, jgoo ; the year 1877 ” starting point, being the^ 

earliest from which the Statement can be carried e>n continuously :— 


• • • 

Gold. Silver. 

* ■ -i - * 


• , 

Increase. 

Decrease. 

Increase. 

Decrease. 

Years Compared. 


c 


£. 

1878 with 1874? 

— 

7,200,000 

0 

0 

0 

0 

00 

— 

1879 with 1878 

— 

9,680,000 

7,568,000 

6,780,000. 

— 

1880 with 1879 

— 

— 

232,000 

1881 with*i88o 

■ 3 > 736 >ooo 


— 

, 4,636,000 

1882 with i88i 

• *12,356,000 

— 

— 

2,740,000 

1883 with 1882 

— 

136,000 

— 

3,596,000 

1884 with 1883 

. 2,004,000 

— 

1,236,000 

— 

1885 with 1884 

. 6,152,000 

— 

2,208,000 

— 

1886 with 1885 

. 3,116,000 

— 

2,256,000 


1887 with 1886 

— 

5,100,000 

2,000,000 

— 

1888 with 1887 

— 

3,984,000 

1,520,000 

— 

1889 with 1888 

. 10,228,000 

— 

568,000 

— 

1890 with 1889 

— 

5,660,000 

— 

56,000 

1891 with 1890 

. 8,664,000 

— 

476,000 

— 

1892 with 1891 

. 14,724,000 

— 

572,000 

— 

1893 *892 

— 

96,000 

— 

228,000 

1894 with 1893 

■ i 4 > 332 .ooo 

— 

— 

932,000 

iSqi; with 1804 

— 

4,420,000 

— 

136,000 

1896 with 1895 

— 

1,532,000 

— 

284,000 

1897 with i8<^ 

• i>34o,ooo 

— 

— 

892,000 

1898 with 1897 

— 

5,084,000 

12,000 

— 

1899 with 1898 

. 1,920,000 

— 

— 

2,156,000 

1900 with 1899 

. i8,7i6,aoo 

— 

— 

2,084,000 


;^97,288,ooo 

.£50,460,000 

£25,408,000 

£15,972,000 

Deduct 

. 50,460,000 

— 

15,972,o°o 

— 

Tatal increase be- 

1 




tween Dec. 31, 
1877, and Dec. 

1;£46,828,joo 

• 

£9,436,000 


31, 1900. 

) 




Amount in 1877 

•;£46,544,000 


£34,5447000 


„ „ 1900 

• 9 J, 372 >ooo^ 


43,980,000 


More in 1900 

.;^ 4 C, 828 , 3 oo 


£5,436,000 



^ . • • 

During the yea^ 1899-19-8 the silver .diminished mc»e<han 4,000,000, 
“while the gold incjeasod more than ;^'!o,oo 3 ,o 8 o during the same period. 

, Decembir ys, 1902, thwgolfi held Ws ^100,768,000, thTsilver ^^4*936.000, 
the total being ;£i44,704,ooo. 




CHAPTER XVI 


VARIATIONS IN THE RATE CHARGED BY THE IMPERIAL 
BANK OF GERMANY FROM 1844 TO 1900 ^ 


PAGE 

Origin of the Bank of Germany . . 155 

Table 25. Monthly Averages of Minimum 
Rate of Discount of the Bank of 
Germany, 1845-1900 . . . 156 

Table 26. Changes in the Rate of Dis¬ 
count fharged by the Bank of Ger- 
mr.ny, and the number of days at 
each rate in each year, 1844-1900 . 157 

The Bank of Germany, like the Bank of 
France, under the control of the State 158 
Table 27. Bank of Germany, Kate of 
Discount, r844-l900. The number 
of days at each rate arranged from 
the ^highest number to the smallest, 
and from the lowest rate to the highest 158 
German Bank Acts of 1875 and 1899 158-159 
Supervision and Direction of the Bank 
of Germany . . . . 159 

The supreme control over the Bank 
exercised by the Chancellor of the 
Empire . ... 159 

Number of Branches . . . 160 

Number of alterations in the Rate of 
Discount compared with England and 
France , ... 160 

Disturbances caused by Gold Currency 
introduced into Germany in 1872 . 160 

Banking more developed in Germany 
than in France . . . 160 

Other Banks in Germany . . . 160 

Business'carried on by the Bank of Ger¬ 
many compared with that carried on* 
by the Bank of France and by the 
Bank of England . . .160 

Comparison of Bills discounted in France 
and Germany . . . i6o-i6i 

Business of w^he Bi^k^f Germany in 
^ Current Accounts (Giro Vbrkchr), and 
transmitUng money from one part of 
the couutioy to aRother . «. . 161 

Note Circulation . « ^ ^ ... 162-j^ 

limit of the authorised Note Issue. >32-*i63 


PAGE 

Tax on the Excess Issue . . 165 

Difference between this system and the 
system in England /< . . 163 

Dangers of the English system observed 
by German Legislators . . . 163 

Different place taken in busines^matters 
by the Note Ci^ulation in Germany 
to that taken by the Note Circulation 
in England . . . 163-164 

Development of the Note Circulation . 164 
Further comjiarison of Note Issues in 
Germany and England . . . 166 

Tlirce Limitations on the Note Issue of the 
Bank of Germany, (l) the legal limit, 

(2) the tax of 5 per cent, on the excess 
issue, (3) the re(|uircment that one- 
third of the issue should lx: held in cash 166 
Discount of Bills by Bank of Germany . 166 
Foreign Bills held . . . 167 

Broiiortion of these on England . . 167 

Inland and Foreign Bills held by Bank . 167 
Fluidity of Securities held by Bank . 167 
Specie held by the Bank f . . 168 

Table 28. Coin and Bullion, 1876-1900 168 
Table 29. Annual Averages of Note 
Circulation, 1876-1900 . . .169 

Occasions when the Note Issue exceeded 
the Legal Limit, the Dates of these, 
and the Duty on the Excess . 169-171 

Rate at the Bank of Germany compared ** 
with the Banks of England, France, 
Holland, and Belgium . . . 171 

Tax on Excess Issues . . . 17^ 

Proposal to adopt in England an arremge- 
ment similar to that in Germany as to 
exceeding authorised circulation . .172 

Bill brought forward by Lord Sherbrooke 
in 1873 " . . . . 172 

Injurious effect \>f Hi^ Rates of Interest 
on'D’ade . . . .173 

[The Reichsmark ^nvefted as 20=;^i.} ' 


CHAP'reRS^X-.and XV., pp. 95,140, contained an account of the* 
variations in the rate of interest c^iar^d 05 y the Bank of- 
* - V4 



CH. xvi] HISTORY OF BANK OF GERJtANY 155 

England, from 1844 to 1900, and by Ihe Bank of France 
during the same geriod. It is desirable to continue this' part 
of ‘the investigation by a similar inquiry into she rates charged 
during the same time by the "Bank of Germany. Strictly 
speaking, we ought to speak of» the Bank of Prussia and the ' 
Bank of Germany. Originally founded by Frederick II., King < 
of Prussia, in 17^5, as a State institution, under the title of thtf 
RoyaKBank, it continued till '31st December,. n,846', when it 
was reconstituted with the admission of shareholders, and 
“becRme a note-issuing bank. Organised in this manner, the 
Bank of Prussia continued its operations steadily till 31st 
December, 1875, when the German Bank Act df that year 
altered tfs constitution entirely, and greatly enlarged its»sphere 
of work. From* being the financial institution of a compara¬ 
tively restricted country, the Reichsbank became the centre of 
the monetary operations of a great empire at the time when 
the standard of value of that empire was changed from Silver 
to Gold. It is now one of the great banks of Europef and 
therefore we have placed its present name, that of the Imperial 
Bank of Germany, at the head of this chapter. The same 
dates and the same method exactly have been followed in 
constructing the tables which accompany this chapter as with 
those which were drawn up in the description of the rates 
charged and the fluctuations in them in the case of the other 
banks whose operations are described, in order that the com¬ 
parison made may follojv precisely the same plan in all cases, 
and enable the reader to see how far and to what extent the 
same causes have operated in all the countries referred to. 

, The first table. No. 25, p. 156, gives the average rate of 
discount charged, montj? by month, by the Bank of Germany 
during the period from 1845 to 1900; it also shows the 
proportion which the.rate charged in each month bore to 
the average rate the y^ar. A summary at the end of the 
table shows the av erage monthly rates fof the whole ^period,, 
1845-1900.. Table t^o. 26, p. 157, gives.the number of.Sianges 
of the rate in e§ph year and the total number ^ days at each 
rate in e|jfli yea?. A supplementary table,^]^o. 27, p. 158, 
•shows thetiifinber of Say’s at each rate, arranged frpm-i-fi’flowest 
rate to the higl^est,* and the number of days at each rate, 
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<• 


TABLE 25. 

Monthlj Averages of M'oimum Rate oi" Discount of Bonk of Gennonj, 1845-^900, 
U groups' of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 1885-94, and of 
Six Years, 1895-1900, with Summar; Table, 1845-1900. ' 



i 8 Ci- 6 ;>. 


1856 - 64 . 

1866 - 74 . 


Month. 

Average for 
the Ten Years, 
U Sd. 

Av. of 
Ten 
Years 
= 100. 

' Average for 
the Ten Years, 

44 9 ^- 

Average 
of Ten 
Years sr 
100. 

Average for 
the Ten Years, 
I 2 r. 2 </. 

Average 
of Ten 
Years* 
100. 

Aveiage for 
the Ten Years, 
&A 5 '- 

Average 
of Ten 

Ywars* 

zoo. 

January . 
February . 
March o 
Aprils 

Mfay 

June *. 
July 

August 
Stfptember. 
October . 
November. 
Decem-'^r. 

£ s. d. 

4^9 0 
480 
4, 6 4 
460 

4 4 10 
440 

458 

450 

440 

478 

480 

480 

203 

203 

200 

200 

98 
97 

99 

gS 

97 

jor 

103 

203 

£ s. d. 

4 10 4 
466 

4 'S 9 

450 

465 

460 

452 

4 4 7 
488 

4 14 II 

4 17 9 

4 17 S 

JO! 

97 

% 

g6 

97 

97 

96 

95 

99 

job 

I JO 

Jog 

£ s. d. 

4 IS 10 

4 7 9 

4 4 4 
460 

4 12 8 

4 14 0 

4 15 II 

4 10 8 

4 7 8 

4 16 8 

4 17 4 

4 18 7 

204 

9S 

9r 

?3 

200 

203 

204 
gS 
95 

^03 

206 

207 

£ s. d. 

4 10 5 

4 2 10 

3 19 .4 

3 18 ”0 

3 19 2 

3 17 II 

3 19 I 
426 

4 II 9 

4 16 7 

4 13 8 

4 10 1 

job 

97 

94 

92 

93 

92 

93 

JoS 

JJ4 

JJO 

Job 


Highest and Lowest 


Difference: Highest ami 

Lowest Month, 14*. 

Difference: Highest and 
Lowest Month, tSr. %d. 

Mean of extreme Variations for 
> 8 «- 54 , 3 % 

Mean of extreme Vari¬ 

ations for 1855-64, 7*5% 

Mean of extreme Vari¬ 

ations for 1865-74, 8% 

Mean of extreme Vari¬ 
ations for 1875-84,11% 



1886 - 94 . 




Average for 

Average of 

Average for 

x\veragc of 

Averagd for the 

Average of 

Month. 

the Ten Years, 

Ten Years 

the Siv Years, 

.Six Years 

Fifty-six Years, 

FiftV'six 


£i IJ,- ' 4 . 

*100. 

£,A 4X. id. 

—too. 

£i 5 »- > 4 . 

Years* 100. 


£ =■ d 


£ J. d 


£ j. d 


January . 

412 

222 

4 IS I 

tt 3 

4 10 0 

job 

February . 

3 9 3 

95 

403 

95 

4 2 7 

97 

March 

376 

92 

3 IS 0 

Sg 

401 

94 

April 

3 7 I 

92 

3 IS II 

go 

319II 


May 

378 

92 

3 15 9 

go 

4 6 

90 

June 

380 

93 

3 IS S 

go 

4 I 3 

gb 

July . . 

380 

93 

3 IS 8 

go 

420 


August . 

3 9 S 

95 

3 18 7 . 

92 

4 I 10 

gb 

September 

3 13 2 

200 

416 

97 

448 

200 

October . 

31810 

loS 

4 14 3 

c 223 

411 4 

107 

November 

420 

223 

5 0 2 

jjg 

412 7 

log 

December ■» . 

43 9 

126 

S 5 

22> 

413 2 

no 

Difference: Highest and Lowest Month, 

Difference: Highest and 

Difference: Highest and 

fji, 8^. 



Lowest Month, lor. 

Lowest Month, 13X. %d. 

Mean of''extremis Variations for i685-*C4t 

„ Mean of extreme Vari* 

a, Meaif of extreme Vari* 

!■% 



ations for 28^-1900, 18% 

ations for 1845-1900, 8% 
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• 

IMPERIAL BANK OF GERMANY. RATfe OF DISCOUNT. 

• Table 26. 

® /vf niamiint Charnd bT the Bank of Ger»any, and. the Number of 

at*"^ rSL W from.S^ September. 1844 (when the Bank Act 

came into Operation in England), to 31st Decemter, ipocL 
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* (’ 
arranged from the gfeatest number of days which each rate 

lasted to the smallest. ' « 

The Imperial Bank of XJermany is, like the Bank of 

France, under the control of the State. The Bank Act 

* of 1875 directs the manner in which this control is exercised 

‘ (see pars. 25-31, pp. 158, 159). The business (is also regulated 

in some points by the Bank Act. of 1899. ^ 

e « 

TABLE 27. t 

Imperial Bank of Germany—Rate of Discount—1844-1900. The 
Number of Days at each Rate, arranged from the highest 
number t;o the smallest. 


Number of Days (20,570). 


Rate Per Cent. 

Number of Dayss:i,ooQ. 

x?,o77, 


. ■ 4 

. Sit* 

3,648 


5 

. . 177 

,2,640 


3 

129 

1,439 


. 4 . 

70 

730 


6 

35 

‘ 43? 


si 

21 

*34 


7 

11 

. 178 


3i 

9 

63 


9 

3 

5° 


6J . 

2 

44 


7i 

2 

37 


8 

1 

20,570 



1,000 


Imperial Bank of Germany 

—Rate of Discount—1844-1900. The 

Number of Days at each Rate, arranged from the lowest rate 

to the highest. 



RatePerCent. Number of Days (20,570). Number of Days=I,000. 

3 • ■ • 

2,640 . . 

129 

3 i • • • 

178 

9 

4 . . . 

11,077 

540 

4 i . . . 

1,439 

70 

5 • • • 

3,648 

177 

■ si • 

,430 

21 

6 . . . 

730 ■ ■ • 

35 

6i . . . 

50 ... 

2 

7 • , ■ 

234 .. . 

11 

7 i • • • 

44 . '. 

2 

8 . . . 

37 e ' . . . 

1 

9 * . 

63 • • 

3 

'it 

20,570 

1,Q00 

Seciien 25. ThVlmperial'suDer^ision over the Reichsb'ftnir 

is exercised by 

a Banfe-Curatorium,*^comp.ising 

the Chancellor of the Empl/ 

at. President, 

and four''Othej' members. One 

of these four members is 

namM by the 

Emperor, fne other three by the Fedeial Council. .This Curatoriym meets 


* A Board of Inspectors. 
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» 

once a quafter. At these meetinp a report is givdh of the condition of the 
bank and everything connected; it also receives a general account of all the 
opAitions and business arrangements of the bank. • • 

Seetson 26. The Imperial direction* of the bank is exercised by the 
Chancellor of the Empire and, under ^him, by the Board of Dirwtors of 
the Imperial Bank. Should the Chancellor be hindei^d from exercising his 
functions, the Emperor will name a substitute. 

The Chancellor directs the entire administration of the bank, subject to the* 
provisiVf of this Act and the regulatidns which n»ay be published in accord¬ 
ance with Section 40.* He issues the directions for the Imperial Board of 
JDirectors andPfor the branch institutions, as well as •the rules and instructions 
for t6e officials of the bank, and directs the required alterations in the existing 
business arrangements and in the instructions to the officials. 

Section 27. The Imperial Board of Directors is the adufiaistrative and 
executive authority of the bank, and also/epresents it in public. It consists 
of a presiifent and tl» required number of members, and passes !ts resolutions 
by a majority of votes; hut its proceedings are subject to the prescriptions and 
instructions of the Chancellor of the Empire. 

The President and members of the Board of Directors of the Imperial 
Bank are appointed for life by the Emperor on the recommendation of t!ie 
Federal Council. 

Section 28. The officials of the Imperial Bank have the rights and Huties 
of Imperial functionaries. The bank undertakes their salaries, pensions, and 
other payments for services, as ivell as the pensions and assistance given to their 
surviving relatives. The salaries and pensions of the Bank Directors are fixed 
yearly by the Imperial Budget; those of the other officials by the Emperor, 
yearly, in agreement with the Federal Council on the motion of the Imperial 
Chancellor. No official of the bank may hold its shares. 

Section 29. The accounts of the Imperial Bank must be submitted to the 
Court of Accdhnts of the German Empire. The Chancellor will determine the 
form of the yearly accounts. The decisions on this point are to be communi¬ 
cated to the Court of Accounte. 

Section 30. The shareholders take part in the administration of the bank 
through the General Meetings, and a Central Committee elected from their 
numbers according to the following regulations:— 

* Section 31. The Central Committee is the permanent representative of the 
shareholders in relation to tha administratioli. It consists of fifteen members, 
besides whom fifteen substitqles are to be chosen. The members and the 
substitutes are chosen by the General Assembly out of th^ number of those 
among the shareholders who have at least three shares in their names. All the 
members and substitutes must iSside within the Empire^nd aU least nine 
members and nine subsytutek in Berlin. One-third of the members retires* 
annually, but ^are eligible for re-election. The Central Committee jmeets at 
least once a month* presided oyer by the* President o£ thejgoard of Directors 
•of the Bank, who m^ also summon extraardinary meetings. The quorum at 
these meetings ,t^ll be aj lejst seven members. Thfi arrangements, of the 
‘business will determine when and in what turn.the substitutes of mqpbers are 
called up. 

This section directs the details of the bank management. 
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V The Imperial Bank carries on a very considerable Business in 
Berlin, and has also branches which form a network covering 
the whole of Germany. Including Berlin, there were in 1902 
376 offices ,of the Reichsbank. In this latter respect the 
business which tl^e Bank of Germany carries on corresponds 
more closely with that of the Bank of Fran(je than with that 
of the Bank of England. J'he number of variations in 
the rate'of discount at the Bank of France and at the Bank 
of Germany also corresponds more closely in mimber that), 
those at the Bank of England between 1844 and the close 
of the year 1900. There were in alterations'in the rate, 
recorded at the Bank of France and 161 at the Bank of 
Germiny 'during those years; while the Bank of England 
altered its rate 400 times during the same time. 

The year 1872 marks the date of the introduction of the 
gold standard into Germany, It could hardly have been 
expected that so colossal an operation, perhaps the largest 
of its kind which modern times have ever witnessed, could 
have been carried into effect without great disturbances of the 
money market in the countries employing a gold currency. 
This doubtless accounts for much of the'unsteadiness of our 
money market during the years 1872-5, and for many of the 
alterations in the rate of discount charged at Berlin during the 
same period. 

The business of banking is, on the whole, more developed 
in Germany than in France. There are considerable banks 
in Hamburg, Frankfort, Bremen, and in other cities of North 
Germany, besides many carrying on business in Berlin. Hence 
the Bank of Germany has to meet more competition than the 
Bank of France. 

The business carried on by the Bank of Germany corres¬ 
ponds, as mentioned before, more closely with that carried on 
by the Bank of France than with that of tht Bank of England. 
As in France, the charges for advances aad discounts made at 
the head office correspond with those made at alFthe branches. 
Both the Banks of FrUnqe jind Gernlkny haVfc'many branches, 
many more than the Bank of Englafid i both^qf Aem do a 
large business in reniitting syms of money from one part of 
the country to another, and'’ the bills .which both of them deal 
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with in the way of their business are comparatively small 
amount. The av^age amount of the inland bills dealt in by 
th^ Bank of Germany in 1900 was ,^85 4^. fopeach bill. The 
average amount of the trade bills discounted at Paris by the 
Bajjk of France in igoo was» £2() 35. 3^. Ifhe average 
amount of the bills dealt in by the Ban*k of England is 
believed to be much larger than either of these sums. 

fhe business of the Imperial Bank oT Gernjauy on current 
accounts ^iro Verkehr) has considerably increased during 
*recemt years. This is the branch of the business in which the 
greatest development has occurred, it having increased tenfold 
between 1876 and 1900. In its present form the System only 
dates from 1876; the enormous extension it has received shows 
how greatly such a method of making payments was required 
in a country with large business transactions, and in which 
cheques are but little used, notes and specie being generally 
employed. It was established as a means for facilitating pay¬ 
ments between persons in different parts of the empire, and for 
economising the use of specie in these transactions. In this it 
has been especially successful. The sums paid in specie have 
dropped from being 39'5 per cent, of the whole in 1876 to 
i6‘8 per cent, in 1900. It is true that the actual amounts 
paid in specie have largely increased ; they were .^330,000,000 
in the course of 1876, and .^1,372,000,000 in 1900; but while 
there is a substantial increase in most years during the whole 
period, the payments ui specie have not increased by any 
means so much as the total sums, which have increased from 
;if836,ooo,ooo in 1876 to /8,182,000.000 in 1900. Hence 
while the totals have increased nearly tenfold, the payments 
in specie have increased only fourfold. The current accounts 
connected with this bcanch of the business have likewise 
greatly increased in number; from being only*3,245 in 1876, 
they have increased to*i5,§47 in 1900. The average^amount 
to the credit of these accounts has also largely dweloped; from, 
being £2,52,g,poo in 1876, it had increaged to ^2^,6194500 in 
1900. 

It is ijpposeibife in this place to'go more info detail on this 
•point. Tlie “advantage resulting to business hag beer\ extra¬ 
ordinary from th£ convenience thus given in remitting money 

. M . 



i6a VARIATIONS IN RATE, BANK OF GERMANY [CH. xvi 

through book entry [from one part of the empire to another. 
For example, if A B in Leipzic wishes to ipake a payment to 
C D in 'Berlin,'he can pay the amount into the office of Bie 
Reichsbank ^at Leipzic, and on the follotying day the amount 
is credited to C D on his current account in Berlin. The 
perSbn ma'king the payment need not have an account at the 
"bank. The transfers are made without charge. 

The 'next point to be considered is the note circulation. 
It is needful to premise before commenting on thjs that the 
note circulation is a far more important factor in business 
transactions in Germany than it is with us. Here cheques, 
not notes,' are the recognised medium for business payments. 

^ sudden increase occurS in the amount of cheq.’ies paid 
away jio one takes any notice of it, or is even conscious of 
the circumstance. All that happens is that the clearing-house 
returns are augmented, and that the banks on which the 
cheques are drawn make provision for meeting them. This 
is merely a private matter between the banks and their 
customers. No one else is concerned. It is quite a different 
thing when notes are in general use, especially when, as in 
Germany, the issuing bank is compelled, before placing its 
notes in circulation, to make provision according to the law 
as to the reserves held against them, and is compelled also 
to observe whether or not the amount issued exceeds the limit 
allowed by the law. This was originally fixed in Germany by 
the Bank Act of 1875. By that law also the issue of small 
notes was discontinued. From and after the year 1876 no notes 
were allowed to be issued below the value of 100 marks {£$), 
and the bank was compelled to observe regulations as to the 
conduct of the business which were designed to cause it to 
keep its assets in as fluid a condition as possible, thus enabling 
it to be always ready to meet any demands which might 
be made on it^ including those which might arise from the 
note circulation. ‘ 

The limit of uncovered issue—that is, ^f note.s beyond the 
amount agairis'i. which specie and legal tend.;-..money was re¬ 
quired to be held in certain proportions—was fixed l\y the Bank 
Law in 1875 at /i2,5oq,ooo for the Reichsbank,' increased by 
the lapse of the issues of other banks, to 14,811,450 in 1896, 
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and by tlie Act of 1899 to ^22,500,000* As the last-named 
extension of the Iftnit, however, did not come,into force till a 
later period than that we are now considering, no further reference 
need be made to it here. The principle is the saihe, whatever , 
the? actual amount may be. Beyond the fixed limif the Ijank 
"was allowed to put notes into circulation on payment of a t^ 
of 5<8er cent, on the excess issue, with the proviso that specie 
to the extent of one-third of the total issue should always be 
Jeept in thi vaults of the bank, and that a^^ainst the remainder 
good bills should be held. Though a charge of 5 per cent, was 
not high, it was sufficient to keep the bank from, desiring to 
exceed the authorised issue, and fijr this reason : if the charge 
for the Advance *on which the excess issue was based 5 id*not 
exceed 5 per cent., the bank made practically no profit frflm the 
transaction. If, however, a rate sufficiently high to enable the 
bank to make a profit was to be charged, it would be so high 
as to discourage the would-be borrower from seeking to obtain 
the accommodation. It has hence been only on public grounds, 
from a desire to facilitate business generally, that the Reichs- 
bank allowed the legal limit of its note circulation to be 
exceeded. 

This system of allowing an issue of notes beyond the limit 
fixed by the laws on payment of a moderate tax on the notes 
put into circulation, was established in contradistinction to the 
English system, which, through the arrangements of the Act of 
1844, fixed an impassable boundary for the circulation of the 
Bank of England, and eventually annihilated the elasticity of 
the English note circulation. The German legislators observed 
that the absolute restriction of thp amount of the uncovered 
note issue of the Bank of England on several occasions had the 
effect of intensifying crfses. The fear that tl\e Bank might 
reach the limit of its note circulation, and in consequence might 
be compelled to suspend^ thb supply of its n9tes,«which'*through 
their legal-tender character stand on the same level %s the 
standard of‘value. Had in critical-times bauged ^pknic‘stricken 
multitude to thro*!^ to tHe countens of the Bank of England, 
seeking, ^ti]4:*it was* yet time, to provide tht?mselves, thfbugh 
discounting bills, borrowing on stock and similar methods, with 
a sufficiency of the legahtender circulating medium. or^er 
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t 

tfiat the panic might be appeased it has been nec'essary in 
England, as we all know, to grant permission that the Act, of 
1844, which governs the limiit of the uncovered note issde, 
should, if nacessary, be suspended, although it was only on 
one occasion, in that^he law was actually infringed. 

^Permission to do this was given in 1847, ^85 7, and i866.t 
These experiences, ai\d the dread of the injury hence resj^lting 
to trade, cauSed the authors of the German Bank Law to seek 
out a different way by which they might meet thefemergency, 
whenever it arose in an automatic manner, without needing 
to have repourse to parliamentary authority. They did not 
make the permitted amount of note circulation a fixed and 
rigid thin^, but they allowed the Reichsbank to exceed 'the fixed 
limit of its note circulation when the circumstances of trade 
required it. This power was, however, regulated by the 
irtipositioi) of the tax of 5 per cent, as mentioned above, on the 
excess of notes beyond the limit. The Reichsbank was thus 
compelled to connect the fact that it had overpassed the legal 
limit with raising the rate of discount at least to 5 per cent. 

In considering this arrangement it must again be remem¬ 
bered how absolutely different is the place which the note 
circulation takes in business matters in Germany from that 
which it holds in England, where in times of difficulty the 
position of the Bank of England note as a legal tender, and thus 
as representing gold, causes it to be sought for. In Germany 
notes are employed generally where'cheques are used with 
us for ordinary business transactions—for the common require¬ 
ments of the day. If they cannot be supplied all business 
comes to a standstill, hence as business developes the nbte 
circulation increases, and tends to pass beyond limits which 
were adfequate twenty-five years ago! 

The development of the note circulation is shown in Table 
29, p. 169. The ^extent by which the Id^al limit was over- 
' passed between 1881—the first year in which an excess issue 
occurttd—and 1900, is given in the statem‘ents-oii'pp. 169-171. 

* See statement, nnte, p. 89. . , ., - 

t Thjs subject is also mentioned in Chapter IX., p. 88. The Acrof Indemnity 
required in 1857 is jirinted at p. 9t,,a«A the bill projvised in 1873 by Lord Sher¬ 
brooke to meet similar difficulties is printed at p. 93. * 
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The German Bank Law requires, in any ^e, that cash shouM 
be held up to ona-third of the note circulation. The average 
cover was in practice considerably more titan this, having 


been in 




# 


1876 



Per*cent. 
• • M ’55 

GO 

0 



• 76-47 

1885 



. 80-57 

1890 



• . 81-41 

1895 



• 92-35* 

1900 



. 7177 






Thus the requirements of the Bank Law were in this respect 
amply fulfilled. The limit of the uncovered note* circulation, 
owing to the vast development of the’business of the empire, 
gradually became too narrow, as is shown by Table 29, p. 169, 
which gives the history of the growth of the note circulation. 
That this was not the cause of great disturbance to the busi¬ 
ness world arose from the fact that the Directory of the 
Reichsbank met the requirements of the time, which drow the 
circulation above the legal limit, by raising the rate of discount 
to 5 per cent, only, and further, out of consideration to the 
general interests of trade, paid the tax on the excess out of its 
own resources. Thus the Reichsbank, while undertaking the 
whole responsibility for the excess issue, and the risks of the 
extended business which compelled it to be made, received 
little or no profit from the transaction, while it had to bear all 
the expenses incurred„including the risk of bad debts. It was 
not, as will easily be understood, able indefinitely to continue 
this consideration for the common good. It has been stated 
recently that the customers of the Reichsbank have latterly had 
to pay the 5 per cent, duty on the bver-issues, and the amount, 
duration, and extent of the excesses over the limit increased 
so greatly after the year 1895, that in the course of the year 
1898 there were suttees, apd in the years 1899 and iggo twenty 
occasions on which the note circulation exceeded the limit. 
Between .189.6 and. 1900 the Reichsbank had to jiay note- 
tax every quar*i»r. In the year 1899 the excess continued 
during, |,he vdiolt of the fourth quarter of the year, and in 
• 1900 dunng the same period, except for one return., 

In order to .make the wording of the note circulation of 
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the Reichsbank clea/^ it is advisable to point out the* essential 
difference between the manner in which pur own fiduciary 
Bank of England allowance, now ^18,175,000, and the German 
allowance, originally of ;^i 2,500,000 and now of ;if22,500,000, 

‘ are treated.* The Bank of England “issues” the ;^i8,175,000 
, permanently, whether the amount of bullion held is large or*" 
small, whether the public requires the notes or not. The Bank 
of Germany pnjy issues the notes when they are wantetf^and 
not permanently, exactly as it treats the excess is^ue. The 
Bank of England issues the notes which are not wanted' by 
the public to itself—they form the “reserve” of»the Bank. 
When the'“reserve” is exhausted, no more notes can be 
obtained except by bringing' in more bullion, which can be put 
behind a further iss,ue of notes,—and for this there is not time 
during a crisis,—or by suspending the law which regulates the 
nofe circulation. Our system thus creates an amount of legal- 
tender money in reserve which is absolutely limited in amount. 
The .German system has an equally available amount of issue 
in reserve, far less strictly limited, the amount of which is not 
shown in the published accounts. Beyond this there is the 
power of issue practically of any amount over the legal limit, 
provided that one-third of the amount of the notes in circulation 
is held by the bank in cash, and that the tax of 5 per cent, 
is paid on the excess issue. There are thus three^limitations 
on the note issue of the Reichsbank. The first is the legal 
limit, now ;^22,500,000, the second the tax of 5 per cent, on 
any excess over this limit, the third the necessity of holding 
one-third of the whole circulation in cash. 

The largest branches of the liabilities of the Imperial Bank 
have now been explained. The most, important business on 
the credit side of the accounts of a note-issuing bank, and of 
the Imperial Bank in particular, is the discount of bills. 
Through^ its dealings with these securities, the bank not only 
finds the means for employment of the capital at its disposal, 
but alsq ,for rpeeting demands which may be ma^e„qn it. On 
average nearly* 80 per .cent, of its profit is Arrived from this 
source, while, through the rapidity with which . the hills held 
. fall due^ the bank can at any time supply itself with cash by 

lit Reichsbank, Berl'n, 1876-lfloo (p. 8 ff.). 
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simply dWining to discount and allowing the bills it holds to 
mature. The bills form the largest part of the provision made 
for meeting the demands which ^ may be made on account of 
the notes. The bank is bound by law to hold in ^ts coffers, in 
legal-tender notes of the empiri?, in gold bars or foreign coins 
‘valued at ;^ 6 g i^s. for a pound (German) of fine gdld, at least 
one^hird of the amount of the notes in circulation. T-ife 
remainder of the amount of the notes must ba represented by 
discountecj bills. 

The bank deals both with inland and with foreign bills; 
of these, on average, 99 per cent, are inland bills, only about 
I per cent, usually being foreign bills. For the’‘year 1900, 
however", the pjoportion of the ‘foreign bills dealt with ^was 
larger, being rather more than 3 per cent. ‘The actual,figures 
of the bills held December 31, 1900, were as follows :— 

From Balance Sheet, Bank of Germany, December 31, 1900. 

Bills due within fifteen days . ^^18,755,070 

Bills due at later dates . . 31,931,194 

-^,^50,686,264 

Bills on foreign places— 

England .... 3>734,120 

Other foreign places . . 39,159 

- 3,773,279 

Total . . ;{:S 4 , 4 59,543 

The great rapidity with which the securities held by the bank 
can be turned into cash is obvious from this statement. It will 
be seen that one-third of the whole amount of the bills held 
became due within fifteen days. A very large proportion of 
the bills fall due witlyn even a •shorter time than this, the 
proportion being— 

Within 7 days . . . 19-6 per cent. 

Over 7, leut wiSiin y days . . ii'2 „ 

Over 14 days, l^pt within 4 weeks . i6'7 **„ 

Over 2 meftths . . • 52-5 , „ 

AVerSge nurnber of days the biljs collectively have to »un, 3J • 

Thus itjwill^tie seen t)}at one-fifth of thd tqjal amount gf bills 
* falls due within seven days, and about half, including these, 
within four Weeks. It isj difficult tt) imagine a bill-case of a bank 
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in better condition in* this respect. The large amounl of bills 
held on England shows the importance whieh the Reichsbaijk 
ascribes tb possessing the me^ns of checking any movement of 
the exchange, in favour of England, and which may draw gold 
from Germany. As a rule, n^lt less than 8o per cent, of the 
foreign bills*' held by the bank are bills drawn oij England. " 
"'^Contemporaneously^ with the, growth in Giro Verkehr jjusi- 
ness and “in the note circulation, the amount of specie held 
has largely increased. The following table shows the yearly , 
average of the coin and bullion, commencing with the establish¬ 
ment of the Reichsbank. From 1894 onwards the'manner in 
which the accounts have been made up enables us to separate 
the holdings in gold from the remainder of the specie. * 

r 

' TABLE 28. 


Coin and Bullion, 1876-1900. 


Date. 

• Gold held 

31SI December of 

German Current Coin 
also held list December 

Yearly average 
of published Weekly 

% Proi>ortion 
of average 


each Year. 

of each Year. 

Returns. ' 

each year to 1876. 

1876 

L 

2,144,170 

3,597,363 

£ 

♦22,885,816 

£ 

25,529,644 

1876=100 

100 

1877 

19,015,688 

26,155,178 

102 

1878 

2,004,126 

2,976,609 

21,601,193 

24,703,583 

97 

1879 

23,993.692 

29,71 f,844 

116 

1880 

3,386,225 

22,736,639 

28,104,538 

no 

i8Si 

3,556,659 

22,170,518 

27,837,475 

109 

1882 

7,393.024 

20,548,404 

27,449,237 

107 

1883 

5,764,282 

22,164,870 

30,093,258 

29,586,246 

118 

1884 

3,590,755 

22,300,570 

116 

1885 

9.685,330 

21,226,709 

29,306,530 

' 116 

1886 

14,377,533 

19,097,954 

34,655,264 

136 

1887 

I7 ,ui,j 8 i 

21,815,444 

21,230,575 

,38,618,130 

151 

1888 

21,108,600 

24,496,533 

■45,170,134 

43,579.583 

177 

1889 

12,233,43s 

171 

1890 

11,826,844 

26,107,945 

40,050,956 

167 

1891 

17,691,253 

27,403,189 

44,689,455 

175 

1892 

16,231,622 

25,666,842 

47,103,709 

186 

1893 

16,911,652 

*22^975,239 

42,294,395 
. 46,716,380 

166 

1894 

35,721,800 

414,989,200 

183 

1895 

28,547,150 

26,569,350 

14,106,700 

50,588,150 

198 

1896 

13,659.450 

44,599,400 

176 

1897 

28,403,700 

1 12,924,100 

43,572,500 

171 

1898 

25.233.650 

12,387,300 

42,546,900 

167 

1899 

, 23,451,350 

11,593,950 r 

41,27^,000 

161 

1900 

25,0^1,300. 

11,460,650 

. 40,856,850 

160 


A further 'description of the details of the operations of the 
Bank of Germany is ,not sequired in this plqce. A sufficient * 

* * ^ ' ft 

* From iS 76 to 1853 inclosivc the goW coin held among “German Current Coin” is not 
stated sepitrately. ^ 

t From 1894 to 1900 the amounts are se{«.^ated. 
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outline hds been given for the purpose proposed—the compari¬ 
son of the rate of discount ruling in Germany with that in the 
other countries referred to. , 

The following table shows what the deyelopment of the 
note circulation has been:— 

TABLE 29. 

Imperial Bank of Germany. Annual Averages of Note Circulation, ,1876-1900. 


» 

Date. 

Note Circulation 
Yearly Average. 

Proptiijion of each Year 
to 1876. 

1876=100. 

1876 

£ 

34.243.314 , 

. 100 

1877 , 

34.746.450 

101 

1878 

31.132.084 


1879 

33.383.746 

97 

1880 

36,750,642 

107 

1881 

36,986,370 

108 

1882 

37.348,901 

109 

1883 

36,862,286 

108 

1884 

36,645,303 

107 

1885 

36,372,132 

106 

1886 

40,108,900 

117 

1887 

43,030,813 

126 

1888 

46,652,1:6 

136 

1889 

49,365,708 

144 

1890 

49,194,085 

144 

1891 

48,583,303 

142 

1892 

49,236,812 

144 

>,?93 

49.241,462 

144 

1894 

50,019,19s 

146 

189s 

54,779,650 

160 

1896 

5^,174,850 

158 

1897 

54,285,200 

158 

1898 

56,229,700 

164 

1899 

57,087,600 

167 

1900 

56,928,050 

166 


1 here have been from the year 1881 onwards many occa¬ 
sions ■ on which the note issue has exceeded the legal limit. 

The particulars are as folloWs:— 

* 

l88l. THLcjpUTVON THE EXCESS WAS £l,iS9> ™E AMOUlgIk:— 

Dec. • "■ • ^ • "• 

,1882. TfSl.D»TY ON THE Excess was the'Average ;^78s,234, 

THE AntfjJNTS . * 

. ;£96 i ,205 Get. 7 


Sept. 30 
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r , 

1884. The Duty ot» the Excess was £ 1 , 102 , the Amount:— 

Dec. . . ■ . . 633,93s 

« 

1885. Tnp Duty on the Excess was the Amount:— 

Jan. 7 , . !' . . ;^I30.766 

( I. ■ 

. 1886. The Duty on the Excess was £1,119, the Amount:— 

Dec. 31 ... ;£■!,708,067 

1889. The Duty on the Excess was £11,199, the Average, ;£^3,775,46*, 

THE Amounts:— 

Sept. 30 . . . ;,^3,S9i,2io I Dec. 31 . . . .:^S> 473 . 88 ° 

Oct. 7 . . . 2,261,297 1 

• * 

1890. The Duty on "he Excess was ^^16,392, the Average ;^2,709,o22, 

THE Amounts:— 

Jap -7 • ;^2>5i9,965 I Oct. 7 . ^^5,210,240 I Oct. 31. . .:^946,546 
Sept. 30 . ■ 4,572,542 I Oct. 15 . 1,692,468 1 Dec. 31 », 3 tai 369 


1893. The Duty on the Excess was £2,000, the Amount:— 

Sept. 30 . . . . ;£i,925,885 

1895. The Duty on the Excess was ^11,203, tub Average, £z,S^ 3 >^^ 1 > 

THE Amounts:— 

Sept. 30 . ;£2,304,315 1 Oct. 7 . ;^i,035,495 1 Dec. 31 . ;£ 7 , 414 , 19 ° 

1896. The Duty on the Excess was ;^23,24o, the Average, ;^3,718,410, 

THE Amounts:— 

Jan. 7 . ;£■!,790,576 I June 30 . ;ti,7i6,434 I Oct. 7 . . .£3,917,639 

March 31. 2,200,411 | Sept. 30 . 5,977,92811)60.31 . 6,707,431 


1897. The Duty on the Excess was £38,396, the Average £4,095,551, 
THE » Amounts :— 


Jan. 7 
March 31 . 
June 30 . 

1898. The 


* (. 

Jan. 7 
March 31 . 
April 7. . 
June 30 
July 7 . . 
Sept. 30 . 


£1,564,556 

609,477 

1,409,857 


Sept. 30 . £10,291,477 
Oct. 7 . 8,551,835 

Oct. 15 . 3,513,282 


Oct. 31 
Nov. 7 . 
Dec. 31 


£i,9SJ,2oi 

354,184 

8,614,091 


Duty on the Excess was £96,370, the Average, £5,782,203, 


w 

£3,028,242 

3,523,912 

i, 044 ,P 53 

6,476,171 

3,286,168 

13,82*4,846 


THE Amounts:— 


Qct. 

7 

£12,092,^73 

N(a 

15 

£3,7*2,995 

Oct. 

fS* 

8,351,869 

Nov. 

23 

303 , 138 ' 

Oct. 

23 

*3,068,560 

Nov. 

• 3 ^\ 

1,832,743 

Oct. 

3 « 

7,764,228 

'Dec. 

23 

1,529,121* 

No 4 

7 . 

6,518,472 

Dec. 

' ( 

31 . 

14,147,764 
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1899. Thb Duty on the Excess was ;^i 4 *, 36 S> V*® Average, ;£ 6 , 833 ,soo, 
THE Amounts:— 


Jaft. 7 
Jan. 15 
March 31 
Aptil 7 • 
June 30 

*70177 . 
Sept. 23 


. .:^7i354i8i2 

Sept. 30. 

j^i8,56i,653 

ii 704 ii 57 

Oct. 7 . 

nt,i8o,528 

5i495i286 

Oct. 15 . 

10,212,781 

2,631,028 

Oct. 23 . 

.*6,255,572 

6i935.228 

Oct. 31 . 

9.3841173 

4,169,663 

Nov. 7 . 

7 , 3 i 3 i 3 S 3 

26,489 

Nov. 15 . 

5iOS9i26o 


Nov.* 23 
Nov. 30 
Dec. 7 . 
Dec. IS 
Etec. 23 
Dec. 30 


j^2,6t9,674 

4,460,641 

3.S09.S98 

2,518,603 

6,81^,817 

16,880,799 


1900. 


The Duty on the Excess was ;^i 25 , 893 , the AvtRAGE ;£' 6 , 042 , 847 , 


Jan.^ . j^io,4Si,8o 8 
Jan. 15 . 2,385,019 

March 31 . 11,912,966 

April 7 . 6,720,991 

April 15 , 2,110,761 

April 30 . i,6sf,229 

June 30 . 7,932,165 


THE Amounts;— 

July 7 • ;^2 ,o52,4o5 

Sept. 30 . 14,626,562 

Oct. 7 . 12,439,982 

Oct. 15 . 6,586,9^1 

Oct. 23 . 348,976 

Oct. 31 . 6,933,702 

Nov. 7 . 5,807,101 


Nov. 

IS 

■ ;£ 2 , 746 ,i 25 

Nov. 

30 

I|IS 3 i 649 

Dec. 

7 • 

.. ii°iS8S 

Dec. 

IS 

476,682 

Dec. 

23 

.. 3,605,412 

Dec. 

31 

• i 7 i 795 i 87 i 


The total amount of duty paid to the Government during the twenty-five 
years (1876-1900) has been ;^474,272. . * 


The tables marked 25 and 26, pp. 156 and 157, describe 
the variations in the rate of discount charged by the Bank of 
Germany, and the number of days at each rate. In one respect 
the figures contained in Table 26 differ from those of any of 
the other banks in the fact that at no time has a lower rate 
than 3 per cent, been charged. With the Banks of England, 
France, and Holland, rates from 2 to 2 ^ per cent, have occurred, 
and with the Bank of Belgium 2 1 has not been infrequent. 
So low a rate as 3 per cent, was not charged by the Bank of 
Germany before 1879, and it did not become frequent till 1886, 
and 4he years between that date and 1898. The 2,640 days 
dqrihg which collectively it was charged by the Bank of 
Germany compare with— • 

11,341 at 3 per cent, and under by the Bank of England. 

10,163 , II France. 

12,508 , . I. .. Holland. 

10,623 . ■■ " » • Belgiumr 

4 per cent. bas„been the most usual rate charged Jiy tbs Bank 
of Germany, tha>rate having been fixed for 11,077 days by it 
Yhe mojg exsremife rates havp been charged ^or comparatively 
^hort periods. Those above 5 lasted at the Bank of 

Germany for i,}88 days^ as cofipared with 2,399 Bank 
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of England. And the Bank of England 141 of thi ;e days 
were at 10 per cent., a rate charged by no other bank during 
the period with which we are concerned. The study of T ible 27, 
p. 158, which, gives the number of days at each rate, sho vs very 
' clearly the measures which Bank of Germany had 10 take 
• in o/der to'retain and augment the gold in its jjossessioi * 

. , , Titx on Excess Issues. 

One of the propositions which has been made witfc the view , 
of mitigating the fluctuations in the rate of interest charged 
by the Bank of England has been the adoption of tin arrange¬ 
ment similar to that al. present in use in Germany, through 
which •the’Reichsbank is allowed to exceeck the aiJthorised 
. limit of its circulation, provided a definite proportion of specie 
to the actual issue is maintained, on payment of a tax of 
5 per cent, (see p. 163). But it must be remembered that this 
expedient, although it allows a greater measure of freedom to 
the Reichsbank, does not add a single 20-maric piece to its 
store of specie. Hence this measure, although well adapted to 
the business requirements of Germany, does not appear equally 
suited to our own case. A somewhat similar plan for the modifi¬ 
cation of the Act of 1844 was brought forward by Lord Shcr 
brooke (Mr. Robert Lowe) in 1873, but the bid he introduced 
did not obtain sufficient support to secure acceptaace from the 
House of Commons.! It was indeed hardly likely to do so, as 
it required the minimum rates for di.^counts and temporary 
advances to be not less than 12 per cent., and the foreign 
exchanges to be favourable to this country before “a special 
and temporary issue of Bank of England notes ” on Governme'ht 
securities could be permitted. It may be mentioned in this 
place that the Bank of England paid t6 the Treasury out of the , 
profits of the note issue for the year ended 31st March, 1902— 
the latest statenient to hand —£ 194,880 3J. The Treasury thus 
I shares jn the profits of the issue. I t is more likely to reap 
an advantage from this source when the rate ehavged for the 
privilege of “ a special "an^ temporary‘Issue ”*is low, than when, 
as in the proposal made by Lord .Sherbrooke, jjjsk?. rate is 

• For iiirther information respecting tk Bank of Germany see Banker^ Magazines 
(August, 1902, and bfcfore). f t This till is printed on pp. 93, 94. 



of many forms of business in .this country, not large m i 
vidually, but of great importance collectively, have no idea 01 
the injuriou! effect which high rates of interest produce on the 
prosperity of th«se industries, and how rapidly heavy charges 
Lhaust all possible profits. This is especially the case when 
those engaged in them are people with capitals contparatively 
small in yroportion to the industries whidi they carry on. 
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[The Florin converted as 12=^1.] 


T HE remarks on the variations of the rate of discount charged 
by the Bank of Holland will be best understood when preceded 
by a few remarks on its history, which will assist us to under¬ 
stand its position and the class of business it transacts. “ 

During the second half of the last* century many changes 
were made in the management of the Bank of Holland, the 
financial institution which has long exercised the leading 
influence over the monetary matttws (>f that country. The 
cexisting. bank was founded in 1814. Various plans, including 
the establishyient of a. Banking Office for the introduction of 
an issue of bank bills,* date, as far bd)Lk as *1795, but twenty^ 
years, elapsed be^re 'satisfactory arrangemenls-GOuld^^. made. 
At the present time the President and the Secretary are both " 
appointed by the Crown. The/e officers are pfaid by the bankj 

• 174 s. ‘ . •" 
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which owes much of its prosperity to the^Skill and ability exer¬ 
cised by Mr. C. Mees, President from about 1850 onwards, 
by his successor, Dr. N. G. Pierson, afterwards •Finance 
Minister of Holland, and by Mr. 1 ^. P. Van Den Bprg, formerly 
President of the Bank of Java,*who took uJj and now carries 
■on the work of^Dr. Pierson. Besides the'President an(J the 
Secretary there are four Directors, who are appointed by the 
general meeting of the shareholders w^th th^ agreement of 
the Commissioners. The Commissioners, who also share in 
the management, are appointed by a committee of fifty of the 
largest of ^he shareholders. It is their duty to examine the 
annual balance sheet, which they also sign, and ih’eir sanction 
is necessary for the amount of the dividends. Tljey .occupy 
in many respecfs much the same position ^is the “ Censors ” 
of the Banks of France and of Belgium. The i)resident and 
directors are obliged to have their domicile in Amsterdapi. 
Only Dutch citizens in the possession of full civic rights and 
holding not less than fifteen shares can be directors. The head 
office is in Amsterdam; the branch at Rotterdam corresponds 
closely to the branch of the Bank of Belgium at Antwerp in 
its relative importance to the bank. Nearly 10 per cent, of 
the total operations of the bank were transacted in Rotterdam 
in 1900-1, about 55 per cent, was done in the other agencies, 
and 35 per cent, in the head office. There are seventeen 
agencies at "towns varying in importance from the Hague and 
Arnheim to much sm^ler places like Deventer and Meppel, 
one sub-agency, and seventy-two correspondents. The corres¬ 
pondents are divided into three classes. Discounts and loans 
08 advances on security can be obtained at the branch bank, 
the agencies, and the sub-agency, and the correspondents of the 
first and second class, of which there are sixty-two. Remit¬ 
tances and the powei; of receiving short drafts by means of 
“assignations,” that iai of drafts issued by the bank, are 
allowed between all the., offices except those of the third class.. 
A charge of 3^ cents (say, sixpence), including* the stapy) duty 
payable to the Q)verKcnent of 21 cents "(say, fourpence) on 
each transaction, irrespective of amdunt, has kept these trans- 
•actionsHfbfn being very numerous. The turnover in them was 
about /'26.non.(snn «fnr the vebr .looo-^i. Checmes are not 
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much used in Hollafjd. The notes in circulation, short drafts 
and balances on deposit account at the banlf, must be covered 
by coin -and bullion to the extent of 40 per cent. Loans to 
a considerable extent are made by the bank on merchandise. 
The discount business, though much smaller than thatin 
Belgium, is considerable. The law of August 7th, i888j ' 
allowed the bank to buy bills payable abroad. This power 
has been used,, though not to a very large extent. These bills 
are sold when the Foreign Exchanges become unfavourable 
to Holland, and when this occurs are as useful to the bank as 
the possession of gold. The loans, advances, and discounts on 
March 31st, 1902, were about ;^8,800,000, divided thus:— 

Inland Bills . . . ;^3,3oo,ooo’ 

’ Foreign Bills . . . 940,000 

Loans and Advances . . 4,400,000 

The total discounts for the year 1900-1 were about 
;^ 27 *,ooo,ooo. 

The capital and reserve fund of the bank may be 
reckoned as ;if2,000,000. Like the Bank of Belgium, it 
keeps in touch with the business of the country through 
the operations at its numerous agencies and correspondents, 
and it watches the foreign exchanges in the interest of the 
country, which is sometimes exposed to considerable demands 
for specie. As a rule, the balance of trade is in favour of 
Holland, and bullion accordingly flows i^i freely. But occasion¬ 
ally the tide turns, as was the case in 1882, when a strong 

demand for export set in, and the bank’s stock of gold, which 
about the middle of 1880 had amounted to 80,000,000 of 
guilders {£6,666,600, at 12'guildersdecreased to belcv; 
5,000,000 guilders (;^4i6,6oo). 

To protect the general interests of the country against the 
serious clangers thus threatened, a bill Vvas passed (Act of 27th 
April, 1884) empowering the Government,^ as soon as the state 
of the. currency should render it necessary, to jyithdraw from 
circulation and to sell*in the open mt./ket silver coin to the 
amount of 25,ocx5,o0o of guilders (.1^2,083,300,. at i2,gs. = ;^i), 
and t0‘ buy gold with the proceeds. Up to the present time, 
however, “there has never beeh any need to :put‘this measure 



CH. xvii] FLUCTUATIONS IN RATE, MODERATE, HOLLAND 177 

_^which in the full sense of the term may^lje considered as the 

safety-valve of thei present currency system c^f Holland—into 
force.” The existence of this power, which may be regarded 
as the equivalent of a “Treasury Letter” to the Bank of 
England in a crisis, has doubtless been of service to the Bank 
• of Holland in difficult times, though the fJrice of silver,^and 
consequently the amount of gold bullion which could »be 
purchased with 25,000,000 of guilders, i^ now (j902)*less than 
half of what it was in 1884, the price of silver having been 
4J. 2(/. per oz. at the earlier, but only about i s. lod. at the later date. 
"The law pf 1884 is the unequivocal acknowledgment of the 
principle that the State is responsible for the maffttenance of 
the gold»value of the silver currently, and that it isone.of the 
first duties of every Government that has ixiposed a standard 
of value upon its subjects to take every reasonable precaution 
in its power to prevent that standard from fluctuating.”* . 

Holland is the only country in Europe which has recognised 
this duty. The Bank of Holland has, as distinctly as^the 
Bank of France, endeavoured to keep an equable position 
both in ordinary times and in times of pressure. It is princi¬ 
pally a bank of discount, and declines anything that is not 
exactly trade paper—even of the most respectable houses. 
It has been able to maintain on average since 1845 the lowest 
rate of discount of any of the five banks whose operations we 
are now describing. The variations in its rate do not much 
exceed in number thqpe of the Bank of Germany, and the 
extent of those fluctuations has on the whole been moderate. 

The number of changes in the rate of discount at the 
Bank of Holland has been 173, as against 161 at the Bank of 
Germany, in at the Bank of Frdnce, and 400 at the Bank 
of England, between 1844 and 1900. ^ ^ 

The number of days at the fhte of 3 per cent, and below was . 12,508 . 61 

3i to 5 per cent, inclusive theliumtjpr was . ■ 35 

si per cent, up to 7 per cent., the highest charged . •. . 878 . 4 

, , In all .. . '. 20 > 570 ,’.. 100 

* • 

The merchant tvho'‘'ftquired di^ounts would have obtained 
this acg^mojJation ,on„ the whole at more jeasonable terms 

* See article by Dr. N. P. Van den Ber?, “ Exchange between Holland and Dutch 
India,” 'Pa\gravt’s Dicllonary of political Ecotiomy, vol. i. p. 77 ? 

N • 
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from the Bank of Kplland than at any other of the gfreat banks 
of Europe. f. , 

Similar tables to those prepared for the explanation of the 
transactions-of the other banks are given for those of the 
Bank of Holland. Table 30 gives the monthly averages, of 
the'minim'um rate, Table 31 gives the number of days at each 
rat*e, and of changes in each year, from 1844 to 1900. 

' » ' TABLE 30. 


Monthly Averag;es of Minimum Rate of Discount of Bank of Holland 1845-1900, 
in groups of Ten Years, 1845-54, i 855 - 64 i 1865-74, 1875-84, I<i8s-94,<rand of 
Six Years, 1895-1900, with Summary Table, 1845-1900. 


Month.' 

' 1 S 4 S- 54 . 

1865 - 64 . 

1865 - 74 . 

1676 < 84 . 

Average for 
the Ven Years, 
£2 it!. 4rf. 

Av. of 
Ten 
Years 
='00. 

Average fox 
the Ten Years, 
i6r. od. 

Average 
of Ten 
Yeaih^ 

TOO. 

Average for 
the Ten Years, 
Xls 17J. nd. 

Average 
of Ten 
YeH's= 
100. 

Average for 
the Ten /ears, 

8Jt. 2(/. 

Average 
of Ten 
Ycarsss 
100. 


i !■ d. 


£ !. d 


£ !■ d 


£ !■ d 


January . 

3 1 4 

10s 

404 

job 

476 

114 

.3 12 2 

106 

February . 

300 

103 

3 14 

9S 

3 18 8 

102 

3 12 2 

JO6 

March 

•305 

104 

3 13 0 

96 

3 '3 3 

95 

3 II 8 

105 

April 

* 18 3 

JOO 

3 10 11 

93 

3 9 7 


3 9 II 

102 

May 

a 17 7 

09 

312 t 

9 S 

3 13 10 

9b 

3 9 10 

102 

June 

2 i6 0 

9b 

311 7 

94 

3 11 7 

93 

348 

9 S 

July 

2 14 4 

93 

311 0 

93 

3 13 0 

94 

340 

94 

August 

2 14 3 

93 

3 10 6 

93 

3 16 2 

99 

3 3II 

93 

September. 

2 15 0 

94 

3 n H 

95 

3 '3 S 

95 

340 

94 

October . 

2 16 to 

9S 

3 '9 8 

205 

3 17 I 

100 

376 

99 

November. 

3 2 • 

JO 6 

464 

”4 

446. 

I/O 

390 

JOt 

December. 

340 

I/O 

4 10 1 

iiS 

4 .3 6 

III 

310 9 

J 04 

DifTerence 

Highest and Lowest 

Difference: Highest ant] 

Diffeienco: Highest and 

Difference: Highest and 

Month, ^d. 


Lowest Month, tgr. - jd . 

Lowest Month 

VIS , x \ d . 

I.x)wcst Month, 

8r. ^d. 

Mean of extreme Variations for 

Mean ot extreme \ an- 

Wean of extreme Van- 

Mean of extreme Vari- 

>* 45 - 54 . *' 5 % 



jtionsfor 1855-64, ix ' s '/. 

ations for 1865-74, 'i'5/o 

atbns for 1875-84, (>'^X 



1886 - 94 . 

1895 - 19 ( 1 }. 

1845 - 1900 . 

Month. 

Average for 
the Ten Years., 

X ,9 i4r. id. 

Average of 
Ten Years 
= 100. 

Average for 
the Six Years, 
Ll ^d. 

Average of 
Six Years 
•—100. 

Average for the 
Fifty-six Years, 
6r. id. 

Average of 
Fifty-sdx 
Years=:ioo. 

January . 

£ J. d. 

2 17 2 

JOJ 

£ !■ d. 
329 

lOI 

£ !. d 

3 10 9 

( 

106 

February. 

214 I 

99 

2 18 10 ' 

94 

370 

ro 5 ° 

March . 

2 13 0 

97 

300, 

96 

3 5 7 

99 

April 

2 13 0 

97 

2 18 8 

94 

3 3 9 

96 

May 

2 13 6 

98 

2 IS 4 

• 93 

3 4 7 

97 

June . . 

2 12 0 

95 

2 18 8 

94 

328 

94 

July ... . 

2 12 0 

95 

3 3 « I ' 

idt 

3 2 II 

94 

August . 

2 14 

99 

352 

105 

3 3 II 

96 

September 

216 0 

102 

3 3 4 

£02 

340 

96 

October . 

2‘ 16 6 

103 

.362 

106 

3 7 4 

10 / 

Novembef* 

“I 2 17 0 

105 . 

3 6 8 

loy 

-•3*11 3 

107 

December 

2 17 !i 

. 106 

368^ 


3 12 9 

IJO 

Difference; Highest Lowest Month, 

Difference; Highest and« 

t'Oifference: Highest and 

5 S. S*^- 

Mean'of extreme ^Variations fo 

r 1885-94, 

Lowest Month, \s. id. 

Mean of extreme Vari* 

Loa/est^ofv-, lor. id. 

Mean of extreme Vui^ 

I'i'A 


afions for 1895-1900, 7% 

t 

ations for 1B45-1900, 8% 
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BANK OF HOLLAND. RATK OF ^SCOUNT. 

, Table 31. ^ 

ChanKEE in the Rate of Discount charged by the Bank of Holland, and the Nomber of 
Days at each Rtfe in each Year, from Septsmber 5th, 1844, to December 31st, igoo. 


1847 I 
jWhS X 


1850 — 1 I 298 

1851 No change * 365 

1852 No change 366 

1853 2 — 2 299 

1854 No change — 

1855 2 — 2 — 

1856 3 — 3 — 

1857 53 8 — 

1858 — 6 6 — 

1859 No cha ngc — 

1860 No cha ngc — 

1801 2 — 2 — 

1862 22 4 — 

1863 426 — 

1864 5 4 9 — 

1865 6 5 II — 

1866 4 7 II — 

1867 246- 

1868 — 2 2 — 

1869 5 _ s ! _ 

1870 4 8 12 — 

1871 — 2 2 — 

1872 51 6 — 

1873 4 5 9 _ 

1874 - 1 3 3 I* _ 

1875 _ i I I _ 

1876 No change — 

1877 No change — 

1878 2 — 2 — 

1879 — 2 2 — 

1880 No, cha ngc — 

1881 3—3 _ 

1882 *4 4 8 _ 

1883 J 4 5 - 

1884 — I i _ 

1885 — I I _ 

1886 No change. — 

1887 No change — 

1888 No change 

1889 No change — 

1890 4 — 4 _ 

1891 — 3 3 _ 

1892 - I t L.^ 

1893 426- 

1894 — 2 2 - 



19 47 

- 365 


288 14 63 I 

— — 266 ; 

— - 133 

16 258 48 

3O5 — - 

366 — — 

336 7 22 

— 195 170 

82 185 50 


126 114 I 

281 53 

no 23 
— 24 

- 208 

j III 165 


1895 No change I 

1896 2 — 

189 ? — iT’i _ 

1898 — I I _ 

1899 4 _ 4 •_ 

1900 — 3 3 _ 

-—- •- 

§7 17? 7328 


• 

— ! 231 

216 149 

365 — 
365 - 
366s — • 
365 — 

291 24 • 

— ‘324 

221 145 

Si’-, 

3 ® » 74 ' 

3 C^ - 

57 *32^= 

- 266 

123 .P42 
^72 13 

I--— - 0 * 

4 «7 6,443 


84 £8 j 

89 33 

32 — 

133 19 

73 12.5 

III 46 
14 20 

— S3 

317 14 

237 — 


160 83 

112 36 


81 30 

206 32 


53 23 - 

57 33 28 

13 - 18 


2O I — — 

185 j 16 16 

22 , 18 44 

59 I 76 76 


57 — — 
65 26 28 


153 18 — 

20 73 - 


30 32 

9 — 


1*328 8 

13,030 2,104 


366 1848 


365 1850 

365 1861 

366 1862 
365 1863 
365 1864 

365 1865 

366 1866' 
365 1867 

365 1868 
36? 1869 

366 1860 
365 1861 
565 1862 

365 1863 

366 1864 
365 1886 

365 1866 
36s 1867 

366 1868 
365 1869 
365 1870 

365 1871 

366 1872 
365 1873 

365 1874 
355 1876 

366 1876 
36s 1877 
365 1878 

365 1879 

366 1880 
365 1881 
365 1882 

365 188S 

366 1884 
365 1886 
365 1886 

365 188) 

366 1886 
365 188S 
365 188( 

365 1891 

366 1891 
365 1896 

365 1894 
^65 189! 

366 139! 
365 189; 
365 1891 
|65 189! 
3ftS 19(9 


l>.399 367 I 226 


















i8o VARIATIONS IN RATE, BANK OF HOLLAND [ct xvu 

Tible 32 g^es the number of days at each Rate arranged 
,jfrom the higheBt number to the smallest,’and also arranged . 
frottj the lowest rate to the highest. For further remarks see 
Chapter XIX., p, 190, and CJjapter XX., p. 203, which contain 
a general statement of the more important business fluctuations 
here consfdered. • • * 

% f 

' - , ' tab’le 32 . 

Bank of Holland—Rate of Discount—1844-1900. The Number 0^ 
Days at each Rate, arranged from the highest numberto the 
smallest. 


Number of Days (20,570). 

Rate Per Cent. 

Number of Days= 1,000 

, 6.443 

■'3 

313 

4.737 

2i 

. • . Sso 

' 3.03° 

si 

147 

2.104 

4 

102 

.. 1,399 

5 

68 

1,328 

2 

65 

, 651 . . 

4| . 

32 

367 

Sh ■ 

18 

226 

6 

11 

150 

. 

7 

' 

7 

7 

20,570 


1,000 


Bank of Holiand- 

-Rate of Discount- 

-1844-1900. TTie Number of 

Days at each 

Rate, arranged from the lowest rate to the 

highest. 


«r 

Rate Per Cent. 

Number of Days (20,570). Number of Day5=i,ooo. 

2 

1,328 

65 

2i 

4.737 

230 

3 

■ ' 6,443 

313 

3 i 

3.030 

147 ' 

4 

2,104 

102 

4i 

651 

. , . . . 32 

,5 

1.399 , 

a . 68 

5 i • 

367 

18 

6 

226 

. 11 

-6i . . 

• . ‘SO 

. ... . 7 

7 

'• • • 13s 

e*’' . • 7 
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VAAIATfoNS IN THE RATE CHARGED BY THE BANK OF 
BELGIUM FROM 1851 TO 1900 


PACE 
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and Holland P . i 85 -l 8 < 
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tions in Rate . ’ , ' * 
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Table 35. Bank of Belgium Rate of 
Discount, 1851-1900. The number 
of days at each Rate arranged from 
the highest number to the smallest, 
and arranged from the lowest rate to 
the highest . . . - 189 

converted as 25 = ^61.] 


The rate of discount charged by the Bank of Belgium has 
n«w to be examined. The government of this bank, which 
was. founded by the Act of May 5. 1850,* is practically 
in the hands of the‘.State, in a manner closely corres¬ 
ponding to that of thp Banks of France, of Germany, and of 

Holland. , 

The Governor is appointed by the King, who may also^ 

suspend or discharge him. His salary, which* is^fixetf^by the 
King, is paid’ by^li&.,fcank, and*the bank* also provides him 
with a residepce, and furnish^ it.* .The Governor presides at 

•all coiffiilils a'hd mefetiiigs, and sees to the eftforcemeiit of all 

• 

* Hence th# year i85i,is the first coUhplete year of its*operations. 

181 
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laws and regulawtionsg It would be his duty to inform the 
Government of i any act of the council -which might ^)e 
contrary to the statutes, or adverse to the State, should any 
such occur. 'He has general authority over all the agents of 
the bank, and must own fifty shares of i,ooo francs each (sAy 
;^4o) of the bank stock. The King also selects a deputy- 
govi'nor from among the directors of the bank, who acts 
instead of the Governor when he is absent. The Directors, 
six in number, are ohosen by the general assembly. They , 
must be Belgian citizens, and reside in Brussels. Each director 
must own at least twenty-five shares, and cannot ‘be on the 
administrative council of any other bank. Each director has 
the control'-of one department or more of the, business of the 
, bank, and has authority over the officers employed there. The 
Administrative Council meets three times a week. It also 
advises with the Censors, who, seven in number, are appointed 
by the general meeting of the shareholders. The Council of 
the Censors has control over all the transactions, audits the 
books, and votes the budget of expenses prepared by the Ad¬ 
ministrative Council. The Governor, Directors, and Censors 
constitute the General Council, which meets once a month, and 
keeps the position of the bank generally under consideration. 

It also selects a Discount Council, which examines the paper 
presented for discount, and determines what to accept or reject. 
The business is thus carefully safeguarded. 

The Bank of Belgium differs from tiie Banks of England, 
France, and Germany, in the fact that it has, like the Bank of 
Holland, one preponderating branch—in the case of the Bank of 
Belgium, that at Antwerp—at which a very large proportion Of 
the business of the bank is ^one. The bank has branches afld 
discount offices in the principal cities of the provinces, and in 
those other places where the Government' considers it advisable. 
The bank confines its operations to Lommerclal paper, and does 
lUot discount bills drawn on a bank. It buys bills on foreign 
centres-*as London, Paris, and Amsterdam. Including Brussels 
and Antwerp, there are forty-one offiedS h.*all; these include, 
places which ar^ important business qen^res,' ii^e C^rleroi, 
Ghent, ' Li^ge, ■ and Verviers,. and very small towns like 
Pdruwelz and Wavre. 
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Discount offices, Comptoirs (PEscon^te, lare established 
wljerever the interests of trade render this necessary. At these 
offices bills which conform to th^ requirements of the statutes 
of the bank are discounted. E^ch office is responsible for the 
pa'^er in which it deals. Facilities for discount are given at 
jnost of the agencies of the bank. Disc 5 unt offices are in 
some instances maintained in ^ places which carry on their 
business through the medium of the posf, correspmding in this 
with the ^ Villes rattachies in connection with the Bank of 
France. Under these circumstances it may well be understood 
that the operations of the discount offices which are responsible 
for the paper they admit to discount _are carefully conducted 
and watthed. , * • » 

The country discount offices of the Bask of Belgium are 
institutions so peculiar in character that a few words of ex¬ 
planation arc advisable. They are private partnerships, Sociiiis 
en nom collectif, “ the title of the firms comprising the name of 
one or more of the partners, and the liability of each Being 
unlimited.” (See article on Socidids Comviercia/es in Palgrave’s 
Dictionary of Political Economy?) The members, or adminis¬ 
trators, of these firms are approved by the bank. They are 
responsible for the due payment of the bills discounted by 
them. They do a large business. During the year 1901 
they discoqpted collectively 1,968,897 bills for an amount of 
;^44,205,96 o. The share of the discount, Del Credere, which 
the bank received foi* these was ;^i73,23S; the share which 
the offices received was ;f43,388. 

Del Credere means in this reference an extra commission 
rfeceived by a broker who undertakes to become surety for the 
‘sdl^ency of the customer for whom he transacts business.* 
During the year 1901 more business, as is not unusual, was 
done at the country •discount offices than at the head office. 

This is shown by*the ’details of the business in 1901 ;— 

. • 

{Amounts in francs converted as 2^ — throughout this statement.) 

“ - ’ , • • • • 

The branches dissfijjal id . . 1,968,597 bills for ;£44,2o5,956 

Antwerp di^ounr^d . . • *43,11^ „ 15,976,649 

Brfcselidiscounted* . * ■ 1,657,972 ,f 41,874,454 

, • • 

See translation 4)f the Report of the Bank of Belgium in the Bankerd Magazine 
for November, 1902.- 
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In the total amoijnt o'( discounts the operations 

At the country offices represented . 43 per cent. ' 

Those at Antwerp . ‘ . .'16 „ 

Those it Brupels . c . . . 41 „ 

As the 'same rate of discount obtains at all the offices, the 
National Bank of Belgium is closely in touch with the business 
of the coUntt-y.< The' regulations as to the note circulation 
direct that the bank .shall maintain a stock of specie in hand 
equal to one-third of the combined amount of its bank ^ote 
circulation and other obligations at sight; but the Minister of 
Finance may at his discretion set aside this obligation, and 
authorise the bank to work below the one-thi5,d limit*- Thus 
the baiik is practkally free in respect of its issues, and in 
1901 the specie and bullion held averaged ;^4,5oo,ooo, and the 
fidvciary note circulation ^23,500,000. 

With reference to the date to which this statement is carried 
in thfe case of the Bank of Belgium, as the bank was not estab¬ 
lished till the year 1851, while the operations of the other banks 
referred to in these pages go back to earlier dates, an exact 
comparison of the number of the changes iii its rate with those 
of the other banks is not possible. For the period during 
which it has been at work, its fluctuations have corresponded 
very closely in number with those of the Bank of ^olland; it 
has not been quite as free from changes as the Bank of France, 
but it compares well with the other banks in this respect, as 
well as in the moderation of the rates of discount charged. 

While these moderate charges have been maintained, the 
reserve in specie of the Bank of Belgium has never been 
large in proportion to its operations. «The current accomits' 
were ^3,600,000 to the credit December 31st, 1901, and the 
bills discounted' were .^19,100,000. With notes irt circula¬ 
tion at tlje same date ;^26,ooo,ooo* thd coiA and bullion held 
.stood at ;i’4,600,006, less than one-fiffh qf the notes in the 
hands cf.the public. The baijk-has been enablejd to carry on 
its operations with 'this comparativelybullion reserve, 
through its skilly in discounting, .and through • die po^er of 
regulating the foreign exchange,s which it possesses*by means ' 
of the quantity of foreign • paper wl\ich' it 'holUs. In the 
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balance-sheet of December 31st, 1901 (j^. ac^), the bills dis- 
cqunted stood at 9,100,000; of this sum the foreign bills 
held amounted to ;^6,500,000. Jhrough holding these drafts 
on other countries the council^ of the bank has the means 
ot operating in any direction when the ekchanges are un¬ 
favourable to Celgium. The moderate 'rates of discount 
charged and the comparatively small range of fluctuitfion 
show how carefully, especially of late* years, the'Bank of 
Belgium has maintained this power. . Roughly speaking, 
one-flfth *part of the bills it has dealt with during the last 
twenty years have been on foreign countries. A statement 
is likewise given of the average fiduciary note circulation— 
the amount 0/ which has grbatly increased, ^jartjcularly 
during the last twenty years. The considering the mapner in 
which these points have been managed and the low rate of 
discount which has been charged will enable us to appreciate 
the caution with which the Bank of Belgium has conducted its 


operations 

Total Operations in Discounts. 


Year. 

On Belgium. 

On Foreign Countries. 

Total. 

£ 

1851 . 

3,248,000 

... 

7,440,000 

i860 . 

29,176,000 

... 1 , 120,000 

30,296,000 

1870 . 

. 48,200,000 

... 5 , 272,000 

. SM12,ooo 

1880 . 

. 65,880,000 

... 13 , 004,000 

.. 79,784,000 

1890 . , 

■ 78,344.000 

... 15 , 876,000 

94,220,000 

1900 . 

. 109,988,000 

... 27 , 728,000 

.. 137,716,000 

1901 . 

I 02 , 05 J ,000 

... 82 , 776,000 

•• 134,833,000 

Year. 

Average Fiduciary Note Circulation. 

£ 

1851 



1,268,000 

i860 



4,472,000 

1870 

• 


7,488,000 

1880 



12,544,000 

1890 



15,292,000 

1900 



23,060,000 

1901 


• • 

23,970,080 


The rate of discount charge 4 by the Bank' ofc Belgium has 
generally been mS>ii;.?ate, more than half—10,623 days out of 
the I§..262 ^ys Vhich have elapsed between 1851, the first 
complete year of the bank’s, operations, and i900-»-having 
been at 2^ ihd.^‘ pSr cqpt. 
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The number 'of ^ys at these rates, compared with the 
other banks under notice, is as follows:— * 


No. of Days. 


r 

Belgium 

10,623 out of 11,262 

. gS per cent, of total. 

England 

• n, 34 « .. 

to, 570 

• 55 II II 

i^rance » 

• • 10.163 .. 

»> 

• 49 til II 

Germany 

2,640 „ 


■ « .. 

•Holland 

• 12,508 „ 

» 

■ 61 „ „ 


* • . Days. X 

The number of days at the rate of 3 per cent, and below was 10,623 • 5 ^ 
3j to 5 per cent, inclusivg the number was • 3^ 

5| per cent, up to 7 per cent., the highest charged 872 . J 

, In all . . 18,262 . 700 


I 

In ene "other point also the Bank of Belgium sthnds to 
advantage as compared with the other banks—this is in the 
small number of rates charged. 


At the Bank of Belgium 9 rates have been charged, varying from 2J to 


At the. Bank of Holland ii ,, 
At the Bank of Germany 12 , 

At the Bank of France 14 , 
At the Bank of England 15 , 


n '> M 2 „ 

>, 1 * 3 II 

„ „ „ 2 ,1 

II II II 2 ,, 


7 % 

7 

9 » 
9 .. 
10 „ 


The Bank of Belgium has thus kept its variations in rates 
within more moderate bounds than any of the other banks 
named, except the Bank of Holland, during the period under 
notice. This in the case of Belgium is somewhat shorter than 
in the case of the other banks. * 

Table 33, p. 187, which contains the monthly averages of 
the rate of discount charged, Table 34, p. 188, and Table 35, 
p. 189, which give the number of changes in the rate df 
discount charged by the Bank of Belgium, and the numiJBr' 
of days at each rate in each year, and also the number of 
days at each rate taken collectively,—show very clbarly the 
course of action taken by the bank.* ' ' 

♦ For further information respecting the,Bank of Belgium see Banker^ Magazine 
for August, 1901, a'iid Novepibef, 1902. ' 
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TABLE 33. 

Monthly Averages of Minimom Rate of Discount of Baqic of Belnnm iSgl-ipoo, 
• in groups of Fofcr Years, 1851-54, and Ten Years, 1855-64, io 65 - 74 i *875-84, 
1885-94, and of Six Years, 1895-1900, with Summary Table, 1851-1900. ^ 



1861-64 


1856 - 64 . 

1886 - 74 . • 

• * 1876 - 84 . 

Mod<^ 

Average for the 
j|i>ur Years, 
i} 7 ‘- 

Av. of 
Four 
Years 
= 100. 

Average for 
the Ten Years, 

IIS. lid. 

Average 
of Ten 
Years= 
too. 

Average ft# 
the Ten Years, 
^3 131. Ilrf. 

Average 
of Ten 
Years= 
100. 

Average for 
the Ten Years, 
£,^ 7 i- 9 '^- 

Average 
of Ten 
Years s= 
too. 

January . 

£^s. d. 

3 10 0 

104 

£ s. d. 

3 14 2 

m 

£ d. 

3 12 6 

gS 

£ s. d. 
?I2 8 

lOJ 

February . 

310 0 

104 

3 12 6 

101 

3 8 10 

93 

3 7 4 

99 

March 

,310 0 

104 

3 10 I 

9S* 

366 

90 

3, 5 0 

96 

^ril 

3 10 0 • 

JO4 

369 

93 

3 9 10 

9S 

3 4 

96 

May. 

3 9 .'; 

104 

390 

96 

3 '4 8 

• 10 / 

362 

9S 

June. 

3 5 0 

97 

3 8 10 

g6 

3 14 10 

lOI 

3 I 4 

90 

July. . 

3 .3 0 

97 

3 7 9 

94 

3 IS I 

103 

3 I 0 

go 

August . 

3 5 0 

97 

3 7 I 

93 

3 15 7 

J 02 

329 

go 

September 

350 

97 

3 1 ' 3 

99 

3 12 10 

99 

3 .7 5 

99 

Octol)er . 

350 

97 

3 14 9 

104 

3 >7 10 

dOi 

3 II 6 

106 

Novem])er. 

350 

97 

402 

113 

420 

111 

3 18 5 

JI6 

December. 

350 

97 

319II 

III 

3 '7 2 

d03 

3 14 2 

• JIO 

Difference 

Hicbext and Lowest 

Difference: Highest anti 

Different c: Higiiest ami 

Difference: Highest and 

Month, 5^:. 

Mean of extreme Variations for 

Lowest Month, j 3r. stf 
Mc.ni of extreme Vari- 

Lowest Month, isi. 

Mean of extreme Van- 

Lowest Month, 17^. ^d. 
Meat! of extreme Varl- 

1851-54,3'5”; 



atioiis for 1855-64, 9’5"1 

ations for 1865-74, 

ation-s for 1875-84,13% 



1886 - 94 . 

1895 - 1900 . 

1861 - 1900 . 

Month. 

• Average for 
the Ten Years, 
£i IX. xd. 

Average of 
Ten Year-s 
= 100. 

Average for 
the Six Years, 
£3 5S. \d. 

Average of 
Six Years 
= 100. 

Average for 
the Fifty Years, 
£3 8f. xd. 

Average of 
Fifty Years 
= 100. 

January . 

£ J- d. 
369 

log 

£ .. d. 

3 8 5 

lOJ 

£ s. d. 

3 11 0 

104 

February. 

320 

101 

3 4 I 

99 

374 

99 

March 

2 17 II 

93 

3 2 8 

96 

3 5 I 

93 

A^ril 

May 

2 17 0 

93 

3 * 10 

93 

348 


2 19 0 

97 

3 3.4 

97 

3 6 II 

gS 

.Joan. 

218 0 


3 44 

99 

3 5 7 

g6 

July . . 

218 7 

. 

gb 

345 

99 

3 5 5 

gb 

August . 

2 19 0 

• 97 

334 

97 

358 

97 

September 

2 19 1 

97 

334 

97 

. 3 6 II 

gS 

October . *. 

329 

> 103 

3 6 10 

103 

3 10 7 

104 

November 

3 5 V 

loS 

384 

103 

3 14 8 

no 

December 

3 6 10 

* log • 

3 9 10 

107 

_t_ 

3 13 3 e 

wS 


Difference; Highest and 

Difference: highest and * 

gf. lod. 

Mean of extreme Variations for i 885 -Q 4 > 

Lgwe.st Month, 8x. 

Mean of cxtrlmc Vari* 

^'.4)west Month, lox. 

M 0 hn of txdeme Vari- 

8 % 

• W»s »■ 

aUoQS for 1895-1^, 6 % 

ations for 1851-1900, 7*5% 
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BANK OF l^LGJOM. RATE OF DISCOUNT. 

Table 34 . * 

Changes in the'Rate of Discount charged *y the Bank of Belgium, and the Number of 
Days at each Rate, in each Year, from January ist, 1851, to December 31st, 1900. 
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TABLE 35- 


Bank of Belgium—Kate of Disqount— 1851 - 1900 . The Number ol 
Days at each Rate, arranged from thfe highest mumber to the 
smallest. 


Numfer of liays (18,261). 

7.454 

3.169 

3 . 0*7 

^,426 

681 

643 

473 

372 

27 


Rate Per Cent. 
3 

2J 

: li 

5 

4i 

6 

si 

7 


Number of Days= 

408 
174 
165 
13 ^ 

37 
35 
26 

. 21 
2 


1 , 000 . 


18,262 


1,000 


Bank of Belgium—Rate of Discount— 1851 - 1900 . The Number 0 
Days at each Rate, arranged from the lowest rate to thi 
highest. 


Rate Per C^nt, 

2i 

3 

3i 

4 

4i 

5 

si 

6 


Number of Hays (18,262). 

3.169 

7.454 

2,426 

3.017 

643 

681 

372 * 

473 

27 


Number of Days— l, 00 C 

174 

408 

132 

165 

35 

37 

21 

26 

2 


18,262 


1,000 
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THE FLUCTUATIONS IN THE RATE OF THE BANK O^ ENGLAND 
COMPA'RED WITH OTHER BUSINESS FLUCTUATIONS 

• e 

• I’AGE I PAGE 

Fluctuatiotis of the Kate at Bank of from 184410 1900 grouped together, so 

Englan()> severity of th^e compared as to show the extent of the Fluctua* 

witlithefluctuations atBanksof France, lions and the number of years in which 

Germany, Holland and Belgium 191-194 these Fluctuations occurred . . 198 

TaKe 36, Summary of Fluctuations, Demands on Reserve of Bank of England 198 

Rates of Discount, Banks of England, Division of Issue Department and Bank* 

Fr^ce, Germany, Holland and Bel- ing Department scparateslhc Resources 

gium. Note Circulation Bank of Eng* of the Bank into two parts and causes 

land, Bullion in Issue Department, demand to fail on the smaller . . 198 

Liabilities and Reserve, English Regulations of Act of 1844 compel Pur* 

Country Note Circulation, London chase of Standard Gold, whether 

Bankers’ Clearing House Returns, needed or not ... I99 

Scotch and Irish Note Circulation and This may lead at times to unnecessary 

Specie held, 1845-1900 . . 192-193 accumulation of Specie and consequent 

Fluctuations in London Bankers’Clearing Low Rates . ... I9y 

House Returns . . . 194 Dcficioncy of Fluidity in Securities held 

Bank of England Note and English by Bank of England ^ . . 199 

Country Note Circulation . . 194 Bills Discounted and Short Loans at the 

Scotch and Irish Note Circulation, Flue- Bank of England . . . 199 

tualions compared with Bank Rate . 194 Influence o* Bank of England over 
Causes which lead to Severity of Fluctua- Market formerly greater than now . 199 

lions in England . . . 19S Bakince Sheet of Bank of England 

Table 37. Number of Variations in Rates compared with those of the other 

of ■ Discount of Banks of England, Banks . . . 200-2ac 

France, Germany, Holland, Belgium, , Capital of Bank of England compare d _ _ ^ 

1844-1900 . ... 196 with thbse of the other Banks men- 

Table 38. Lowest and Highest Rate tioned, . ... 200 

charged, and extent of Fluctuation Investments of the Banks comp^fed . 20l 

of the same Banks during each year ArrangemeniS which assist other Banks to 

from 1844 to 1900 . . .197 avoid t^iC FliA:luations in Rate of 

Table 39. N%imber and extent of Annual Discount and the constant changes 

^ Fluctuations in Rale of the same Banks occurring at Rank of England . .202 

We are now in a position to .compare the"^ofnations between^ 
the rates charged by* the Bank of England and by the^pther 
great banks of Iturope, and also, the fluctuations in the proper-' 
tions between the reserve and ('labilities of thg Efauk,*in the specie 

190 
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held by the Issue Department, in its note cirtulation, in the English 
country note circulation, in the Scotch and Irish note circulation, 
and in the returns of the London Clearing House. The history 
of all these movements is contained in the tables in this volume, 
but for the convenience of readers who m.’jy find it laborious 
tp grasp the iqeaning of the masses of figures \yhich It has 
b^n necessary to employ. Table 36, pp. 192-3, is now added, 
containing a summary of the rfiain tablas which fprnv the basis 
of this statement. References to the original table whence the 
information is taken, with its number and that of the page 
where it will be found, are given for the assistance of those who 
desire to study the subject completely. With each summary a 
column ^f proportional figures has been provided, showing the 
arithmetical mean of the extreme variations,during each*period. 

This method has been employed because the differences are 
sometimes between rates of interest, such as those charged^ by 
the Bank of England and other banks, and sometimes between 
specific amounts, such as those of the reserve and liabilities, of 
the specie in the Issue Department, and of the note circulations 
analysed. The reader is thus assisted in making the com¬ 
parisons he may desire to draw between each series of figures. 
The periods examined are the same throughout the whole 
series, being the decades from 1845 to 1894, the six years from 
]8g^_igoo, and the total period from 1845-1900. The only 
exceptions \o this rule arc, as has been pointed out before, 
the operations of the,Bank of Belgium, which only date back 
to 1851, and those of the London Bankers’ Clearing House, 
which only date from 1868. These, though not extending 
(jxactly over the same periods, are yet brought as far as 
, passible into corresponding divisions for facility of reference. 

The first point that will strike the reader is that the varia¬ 
tions of 4he rate of djscount at the Bank of England have beer 
far more severe wnce •the ^ears 1845-1854 than at any othei 
of the five banks quoted, whether these are examined into ir 
groups of decades* or lor tlje^ whole period. The,* columi 
attached to ea«b^,U'.ble showing^ the,mean of the extrem( 
^variations dyring, each period take*! brings out the facts^ ver 
. clearf^. Thb rate'charged the Bank of •France has beei 
the most usy^aass^-but though rfip rates in Germany, Hollam 
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, ' TABLE 36. 

SnmnuuT of Fluctuations, Rates of Discount, Banks of Bneland, Franw, Germuy, 
Department, Liabilities and Reseire, English Country Note Cuxulatwn, London 


Bank of England Rate of Discount 
(«« Tablt 13 , p. 97). 


1846-1864 . 

. 9 5 

1865-1864 . 

I I 7 

1865-1874 . 

I 6 6 

1875-1884 . 

I i 8 

1885-1894 ... 

1 12 I 

1895-1900 . ' . 

I 6 I 

Total Period, 1845-1900 

19 2 


•Bank of England Note Cxrcula* 
TiON (sM Table 6, p. 70). 


Mean of the. 
extreme V Ui* 
ations during 
each Period. 


Mean of the extreme 
Variations during 
each Period. 

Difference between 
the Highest Month 
and the Lowest 
Month. 

7 . 

£ 

7 

1,351,000 

11-5 

1,562,000 

ITS 

1,991,000 

iS-S 

1,509,000 

■y 

1,914,800 ’ 

2 rs 

2,127,000 

’S'S 

1,466,000 



Bank of France Rate of Discount 
{tef Table 31, p. i43). 


Bank op Germany Rate Bank op Holland Rate 
OF Discount of Discount 

(ste Table 35, p 156). (see Table 30, p. 178). 


rr.Kc 

MoSl'ind MoifJraJd 



X. d. 

7 . 

c S. d. 

7 . 

s. d. 

1846-1864 . 

4 0 


5 0 

3 

9 9 

1865-1864 . 

19 5 

10 

13 2 

TS 

19 7 

1865-1874 . 

10 I 

6 -s 

14 3 

8 

17 II 

1876-1884 . 

II 0 

9 

18 8 

ii 

8 3 

1885-1894 . 

4 0 

3'S 

17 8 

13 

5 h 

1895-1900 . 

5II 

6 

I 10 0 

18 

0 4 

Total Period, 1845-1900 

8 2 

5'5 

13 3 

8 

10 I 


SCOTCH NOTE CIRCULATION AND SPECIE HELD AGAINST IT 

(see Table is, pp. irS-iao and Table 17, pp. 184-131)- __ 

I Noth C:kcui.ation. 1 Specie Held against it. 


1845-1884 

1855-1864* 

1866-187.' 

1876-1884 

1885-1894 

1895-1900 


Total Period, 1846-1902. 


Note C;kcui.ation. j 

Difference between 


the Highest Month 


and the Lowest 
Month. 

during each Period. 

£ 

559,000 

7a 

S-5 

704,000 

S-5 

81 LOGO 

■ 8-5 

a, 072,000 

9S 

i.ogS.ooo • 

9 

i., 38 o,ooo. 

rs 

839,000 

, 


t 

198,000* 
* 295,000 
511,000 
810,000 
§45,000 
i.^c^.ooo 

568,000* 


From 1846 in the case of the Specie held. 
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TABLE 36 [continued). 


Holland and Belgium, (Note Circulation Bank of Eng^land, Bullion in Issue 
Bankers’ Clearing House Returns, Scotch and Irish Note Circulation, and specie held. 


BOLUOS IN THE IsSUE DePaRT- 
OP THE Bank op England 
^ {ste Table 7, p. 71). 

1 

Liabilities of the Bank of 
England 4 
{ st « Table 11, pp. 83,83). 

Reserve of the Bank of England 
( rtrj^able ii, pp. 89, 63). 

Terence between 
a?4jjghest Month 
an^ue Lowest 
Month. 

Mean ollthe 
extremeVari- 
ations during 
each Period. 

Difference between 
the Highest Month 
and the Lowest 
Month. 

Mean of the 
extreme Vari¬ 
ations during 
eaijh Period. 

Difference ^tween 
the Highest Month 
and the Ixiwest 
Month. 

• 

Mea| of the 
extremeV^i* 
ations during 
each Period. 

• • 

Pr^rtion 
of Reserve 
to Liabtil* 
tie^r«r 
Itble IX, 

P- 8aX 

£ 

7. 

£ 

•/. 

£ 

7. 

7. 

885,000 

rs 

3,109,000 

9 

2,004,000 

// 

62 

1,48^000 ^ 

5 S 

1,862,000 

s 

2,038,000 

12 

42 

1,867,000 

rs 

3,712,000 

7 

2,449,000 

ID'S 

43 

2,940,000 

ss 

5,053,000 

s 

2,837,000 

9 S 

44 

3,909,000 

8 -s 

5,201,000 

7 S 

3,432>«» 

V 

46 

3,982,000 

6 

7,505,000 

7 

^5,372,000 

tos 

51 

2,00S,00CS 


3,914,000 

• 

7 

2,460,000 

9 

. 46 


Bank of Belgium Rate 
OP Discount 
(set Tabic 33, p. 187). 

Country Note Circula¬ 
tion OF England 
{sec Tabic 8, p. 75). 

Clearing House Returns 
(see Table 18, p. 133). 


Difference 
between the 
Highest 
Month and 
the Lowest 
Month. 

Mean of the 
extreme 
Variations 
during each 
Periofl. 

Difference 
berween the 
Highest 
Mouth and 
the Lowest 
Month. 

Mean of the 
extreme 
Variations 
during each 
Period. 

Years. 

Difference 
between the 
Highest Month 
and the 

Lowest Month. 

• 

Mean of the 
extreme 
Variations 
during each 
Period. 

s. d. 

7 . 

£ 

7 . 


£ 

7 . 

5 0* 

3 S 

636,000 

45 




13 5 

95 

583,000 

5 




15 6 

‘05 

549,000 

55 

1868-1874 

102,112,000 

13 

>7 5 

‘3 

443,000 

55 

1875-1884 

115,386,000 

12 

9 10 

8 

262,000 

55 

1885-1894 

95,489,000 

S5 

8 0 

6' 

240,000 

S5 

1895-1900 

113,815,000 

S5 

10 0* 

75 

465,000^ 


1868-1900 

80,397,000 

75 


* From 1851. 


IRISH NOTE CIRCULATION AND SPECIE HELD AGAINST IT 
{see Table x6, pp. 121-^^, and Table 17, pp. 134-131). 


Note Circulation. j 

• Specie Held against it. 

Difference between the 

Mean of ths extreme 

Difference between the 

Mean of the extreme 

Highest Month .and the 

Variations during each 

Highest Month and the 

Variations during each 

Lowest Mvtfa. 

Period. 

» 

Lowest Month. 

* Period. 

£ 

* a 

7 o 


%* 

999,000 

9. 

262,000* 

8 

1,005,000 

• 8 

302,000 

. 7 • 

1,294,000 

95 

' 518,090 

70 • 

1,340,000 

95 

512,000 « 

S 5 

974,000 

■ 75 

401,060 

65 

1,057,000 

8 

^2,000 • 

7 

H*^,ooo 

*5 

352,000* 

• • 

. 7 • 


T'rom 1846 in the case of tfe Specie held. 
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and Belgium have npt been so uniform as in France, none of 
these banks show anything like the same eiatremes of variation 
as are found in England. ,Nor are such fluctuations found 
in any other business moveipents in England of which we 
poss^iss any indications as, for instance, in the proportions 
between the reseril'e and liabilities of the Bank or of the spepe 
in the Issue Department. ' 

The flucttiations iri the London Bankers’ Clearing House 
returns, which represent the amount of business passing from 
month to month, do not show any variations so ektreme as 
those of the discount rate of the Bank of England, nor do 
the figures of the note circulation of the Bank of England, nor 
those. of the English country note circulation, exhibit any 
similar, movement. This last, though now greatly shrunken 
from the position it once held, yet reflected closely while it was 
more general than it became of recent years the requirements 
of English provincial business, and did this very distinctly when 
the note circulation extended more widely over the country. 
The returns of the Scotch and of the Irish note circulations show 
considerable fluctuations, but these also are not so extreme as 
the fluctuations in the rate charged by the' Bank of England. 

It should be added that these summary tables were brought 
together thus with the view of examining whether any corres¬ 
pondence of fluctuation might be found. The only place in 
which such a correspondence exists is in the fluctuations of the 
Scotch and Irish note circulations, which, through the operation 
of the Bank Acts of 1844-5, are brought to bear directly on 
the reserve of the Bank of England. The autumnal drain 
also must be remembered (see Chapter XIV., p. 138). . 

It is well to mention here that these tables were originally 
drawn up in much greater detail, principally in annual, some in 
monthly averages. In this shape, while the infornfetion con¬ 
tained .in them was very instructive,'the/were so cumbrous 
that publication was not advisable. The comparison has there¬ 
fore been shown between the 'fluctuations in the. decades into 
which the various tables ar£ divided becam'se*’ this was the most 
convenient metjiod of placing th^ information .bo.'bre the reader 
in a succinct form. Th.ese tables show* that the fliictuafions in 
the rate charged by the'Bank of Engfeth^havc been far 
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greater, more rapid, and more extreme t^n at any other bank 
in^ Europe. • 

To make this point perfectly .clear Tables 37, p. *196, 38, 
p. 197, and 39, p. 198, have been prepared. Table 37 shows 
the number of variations in the rate of discount charged by all 
thg five banks In each year from 1844 to 1900 1 Table 38 
the'lowest and highest rates ^nd the extent of fluctuation; 
and Table 39 the number and extent of atnnual* fluctua¬ 
tions in the rate—grouped together so as* to show the extent 
of thfe fluctuations — and the number of years in which 
these fluctuations occurred. This last-mentioned table provides 
an interesting compendium of the nunjber and extent of the 
fluctuations. T|iese are arranged in order from (he iowest 
rate of fluctuation to the highest. From it* we learn that at 
no bank but the Bank of England were there during three 
separate years fluctuations so large as of 56, and per cent. 
With the exception of the Bank of Germany, and this only 
during one twelvemonth, no bank, except the Bank of England, 
has shown fluctuations of more than 4 per cent, and 5 per cent, 
in one year. In the majority of years the fluctuations at the 
other banks did not exceed i or 2 per cent. Hence, while the 
range of fluctuation at the other banks has been low, it has 
been high at the Bank of England. 

There can be no doubt that to the borrower, and every man 
in business practically must at times be a borrower, this high 
range of fluctuation has«been a very serious disadvantage. 

In a statement like the present it is impossible to put before 
the reader more than the merest outline of the subject. No 
doubt the commercial position of England—the vast foreign 
trade‘•of the country as shown by the enormous amounts of the 
exports and imports (see Table 44, p. 213)—the manner in 
which Lofldon is the elearing house of the world—all expose 
the London money AiarktJt toeharper and more sudden dumands 
for specie than any gthes" business centre. The demands for 
specie are most closely connected with'the rate ®f diSctiunt. 
The point for us td Consider should be: Is our system arranged 
on the best pltin to meet these demands 1 * Our method* of 
Ifceping all Ihe banking reserves* o^ the. country tvith one bank 
enables a gre^ cjTuribmy to be prafflised In our Specie reserve ; 
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• , TABLE 37 - 

Number of Variations in Rates of DUconnt, Banks of pifeland, France, Genn^y, 
' Holland (1844-1900), fnd Belgium (iSSi-igoo)-_ 


Yean. 


iBankof Eneland. 
{No. ofVanationsj 
in Rate. 


Bank of France. 
|No. of Variations] 
^ in Kate. 


Bank^Germany. 
jNo. of^ariationsj 
in Rate. 


1844 

1846 
1840 

1847 

1848 

1849 
1860 
1861 
1862 

1863 

1864 
1866 
1866 

1867 

1868 
1869 
1860 
1881 

1862 

1863 

1864 
1866 
1868 
1887 
1868 

1869 

1870 

1871 

1872 

1873 

1874 
1876 

1876 

1877 

1878 

1879 

1880 
1881 
1882 
,1883 
1884 

1886 

1886 

1887 

1888 

1889 

1890 

1891 

1892 

1893 
1894, 
1896 

1896 

1897 
18»8 

1899 

1900 


Totri 

Vamlion. 


¥ 

2 
1 

• 9' 4 

3 

I 

1 

No change 

2 

•2 

8 

»7 

9 
6 
S 

II 

11 

5 

12 
•5 
16 
14 

3 
2 
7 

10 
10 
14 
*4 
•3 
12 

5 

7 

10 

5 
2 

6 
6 
6 
7 

7 

7 

7 

9 , 

8 

11 

10 
4 

12 
2 

No change 
3 
6 
6 

6 .. 
6 


Bank of Holland. 
No. of Variationsj 
in Rate. 


400 


Ro change 

No change 
No change 

2* 

No change 
No {hange 
No change 
No change 

I 

1 

2 

2 ' 

2 

8 

• 4 

2 

1 

7 
4 

8 
II 

6 

7 

2 

No change 
No change 

4 

2 

1 
4 

2 

No change 

I 

I 

1 

2 
2 

2 

3 

1 

No change 
No change 
No change 
No change 

4 

2 

No change 
No change 

a I 

No change 
No change 

, I 

No change 
No change. 

1 

2 

4 • 


Bank of Belgium. 
INo. of Variations 
in Rate.* 


No change 
No change 
No change 
I 

1 

, I 

4 
6 

5 

2 

No change 
No change 
No change 

1 

4 

5 
8 

No change 
No change 

5 

2 

I 

7 

4 

I 

7 

3 

5 
5 

3 

4 

1 

No change 

3 

5 

2 

2 

4 

3 

4 » 

2 

3 

■' I 
. 3 

5 

6 . 

7 

*3 


III 


No change 

5 

2 

I 

4 

I 

1 

No change 
No change 

2 

No change 

2 


No change 
No change 

2 

4 

6 

9 

II 

11 
6 
2 

.5 

12 

2 
6 
9 

3 

1 

No change 
No change 

2 

«. 2 

No change 


5 

I 

I 

No change 
,No change 
No change 
Ne change 

, '* • 

' 3 

1 

" « 

2 

No change 

2^ ' 

1 

I *• < 

• \ 
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Years. 


No chatge 

1 

No change 
No change 
No change 

« .. 

4 

4 

2 
2 

5 
3 

1 

6 
6 

No change 
No change 

5 

II 

9 
16 
9 

9 

• 2 

2 

3 

4 

2 
7 

10 

1 

2 


2 

6 

4 ‘ 

2 

No change 

I 

1 

No change 

. 

I 

1 

No change 

<■ I 

• .6 

2 


>73 


1844 

1846 

1847 

1848 

1849 
1860 
1861 
1852 

1863 

1864 

1856 
1866 

1857 

1858 

1859 

1860 
1881 
1862 

1863 

1864 
1866 
1866 
1887 
1688 

1869 

1870 

1871 

1872 
1878 
1874 

1876 

1876 

1877 

1878 

1879 

1880 
1881 
1882 
1883 
18J4 
1886 
1888 ■ 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 
1896 
1896 
189? 
1898 

. 1899, 
1900 
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TABLE 38. 
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TABLE 39. 

t' 

Number and extent of Annual Fluctuadons in Rate at the Banks of Eng’land, Fraiibe, 
Germany, Holland (1844-1900), and Sblgfium (1851-1900) during each year, grouped 
together so as to show the extent of^the fluctuations and the number of years in 


Sxtent^f Annual 
Fluctuations 
% 

» 1 

♦ Bank of 
England. 
Number of 
Years. 

« 

Bank of 
France. 

Number of 
Years.r 

1 Bank of 
Germany. 

Number of 
Years. 

[ Bank if 
Holland. 

Number of 
Years. 

Bank of 
Belgium. 
Number of 
Years.* 

i 

6 

4 

6 

9 

7 

1 

•4 

17 

13 

II 

13 

i§ 

3 

5 

6 

5 

e 

2 

6 

6 

'3 

6 

7 

n 

4 

I 

5 

7 


s 

»S 

— 

3 

4 

4 

H 

5 . 

3 

— 

— 

2 

4 

4 

• I 

I 

I 

— 

-44 

I 

— 

— 


_ « 

5 


— 

I 


— 

64 

• 1 

— 

— 


— 

6 

1 


— 

— 

— 

64 

I 

— 

— 

— 

— 

Total 

54 

37 

48 

43 

41 

Years in which 
no change 
.occurred . 

3 

20 

j 

9 

14 

9 

years 

57 

57 

57 

57 

60 


’ Bank of Belgium commenced 1851. 


but on this one bank also all the demands connected with the 
note circulation of the country concentrate—botl^ in England, 
Ireland, and Scotland—besides all the demands for the internal 
circulation of specie, of which an example is shown in the 
statement of the autumnal drain on the Bank of England for 
the twenty years 1881-1900 (Chapter XIV., p. 138), and all the 
demands for specie for export. These demands all fall on* a 
reserve arranged as directed by the Aot of 1844, which divides 
the resources of the Bank artificially into two parts, and causes 
the demand to fall on the smaller of them. The Act also has 
altered »the composition of the resarve *chrough increasing since 
1844 tjie amount of the note circulation jillowed to be issued 
again«t«secutities. See Chapta- XXL, pp. 221-.M4. 

The division of the Issue Department find the Banking 
Department, altJioug*h, no ’doubt, it has advafitag^, by djjecting 
immediate attention to the amount of free resources whi 3 i thd 
Bank has at its disposal, • nevertheless tendg to render the 
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amount actually available to meet any sudden demand smaller 
than it would be if this artificial arrangement were not followed. 
Then while at times the regulatjpns of the Act of 1844—which 
direct the Bank to buy standard gold up to any amount 
at a fixed price, whether needed for bankii^ requirements or 
B4)t—compel it'to allow its reserve to be • replenished at the 
will of the casual importer of gold—not of the responyble 
authorities of the Bank—thereby causing at timpst an •unneeded 
accumulation, from which a low bank );ate ensues, while at 
othef tirAes such an accumulation is followed by an opposite 
movement, and a tightness in the money market, both these 
movements being unconnected with the natural rtquirements 
of trade. AH these matters a^e not without isfluence on 
the constant fluctuations in the rate. Table 7, p. 71^ which 
contains a statement of the movements of the gold bullion in 
the Issue Department of the Bank, gives an outline of thpse 
transactions. An examination of this table, together with 
Table ii, pp. 82, 83, which compares the fluctuations iit the 
liabilities and in the re.serve, will be instructive, as will also be 
the comparison of the fluctuations in the rate of discount, the 
note circulation, the bullion, the liabilities, and the reserve 
shown in Table 36, pp. 192, 193. But search where we may 
in the accounts of the Bank, the fluctuations in the rate of 
discount exceed in severity all the other fluctuations which are 
recorded there. 

In considering th® extent of these fluctuations something 
must be ascribed to the deficiency of fluidity in the assets 
of the Bank. That the securities held arc all of the most 
dependable description there can be no doubt, but it is believed 
that»the greater part by far are fixbd securities. Little is now 
known as to the amount of bills discounted and of short loans, 
from wHch sources immediate supplies of really cash can be 
obtained, hence tffis ptrt qf the subject can only be spoken of 
in very general terms.c The general opinion is that the shorty 
loans are only, occasionally of eny important ataopnt—»tljat the 
amount of bills Aliecounted now but. srftall. The traditions 
Handed down frrai the pajriarcfi^ of the discount market 
• resJJecting'the amount of bills held by the Baak thirty ‘or forty 
years ago, afid their vivid description of the very considerable 
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influence which the Bank of England once exercised over that 
market, to which there is nothing corresponding now, joined jo 
the statement published by tjtg Bank down to the year 1875 
(see Table 3, cols. 30, 31,rand 32, p. 14), lead to the 
imprCjSsion that th^ Bank can now hold only a very small part 
of its assets in secil’rities of this description. A's is well known^ 
if thp Bank of England desires to “ take money off the 
market ” ‘ quickly it tan only do this by working on its 
Consols. It does not hold any large amount of bills, which 
maturing rapidly would place it in possession of resburdes in 
cash without disturbing the outside market, nor has it any very 
large amount of short loans which it can draw in. Hence the 
action of the Bank must always be severe, though its rction in 
protecting the reserve is most necessary. 

If the balance-sheet of the Bank of England is compared 
with the balance-sheets of the other banks cited, the difference 
of their position will be seen, both in regard to the fluidity of 
their resources and also to the amount of bills they hold in 
foreign centres. 

In order to enable the reader to make this comparison, the 
balance-sheet of the Bank of England for February 6th, 1902, 
has been given, both as it stands in the weekly returns and as 
it would appear if arranged as the balance-sheets of the other 
great issuing banks are. This will be found in Table 40, 
pp. 206, 207, with the balance-sheets of the Banks of France, 
Germany, Holland and Belgium for facilifiy of comparison. 

The first point that strikes the reader is the eqormous 
capital of the Bank of England—more than ^18,000,cxx), 
including the rest or undivided profits. This amount com¬ 
pares with a capital of ;^9,0(X),ooo, including profits in addition, 
at the Bank of France, and of ;^9,700,000, including reserve, 
at the Bank of Germany. This amount is to be raised to 
£ 12,ooci.ooo by the law of 1899., The capital and reserve 
^of the Bank of Hdiland are about ;^c,090,ooo, and of the 
Bank pf»Belgiuih about ;^3,opo,ooo. 

In respect of th^ amount of capital whith'it possesses the 
Bank of England ha^ a great advjintage ove#- the*other banks. 
When we proceed to the specie and bullion held the results are ‘ 
different. At tke nearest convenient dates to'jthdt mentioned 



CH. xix] CAPITAL, DEPOSITS, BILLS AT THE FIVE BANKS aot 

above—the dates will be found given in Jfabld 40, pp. 206, 207 
-j-the holding ih specie of the Bank of England was 
;^36,ooo,ooo, including perhaps 1,000,000 in silvef; of the 
Bank of France, 143,000,000, including ;f44, 000,000 in silver ; 
5 t the Bank of Germany, ;^43, 000,000, incJ/iding £12,000,000 
in silver and ’divisional money; at the 'Bank bf Holland, 

1,450,000; and at the Bank.of Belgium, ;^4,6oo,ooo.. The 
.amounts are given in round figures in all cases. • Ih th*e deposits 
there are great differences. Including public deposits, there 
were* at*the Bank of England £$1,000,000 ■, at the Bank of 
France, ;^39,ooo,ooo; at the Bank of Germany, ;^28,5oo,ooo; 
at the Bank of Holland, .^400,000; and at the Bank of Belgium, 
;^3,6oo,'Doo. Xhe differences between the amounts'of qotes in 
circulation issued by the banks are as consWerable as rfhose in 
the deposits. The notes in the hands of the public were: At 
the Bank of England, >1^29,000,000 ; at the Bank of France, 
>^163,000,000; at the Bank of Germany, >^74,000,000 ; at the 
Bank of Holland, >^18,500,000; at the Bank of Belgium, 
>^26,000,000. 

The great difference, however, between the banks is in the 
composition of the securities held. The amount, shown in 
Table 40, pp. 206, 207, was >^62,00x3,000 at the Bank of 
England. Few particulars are known, except that a large 
amount is l^pld in fixed securities, and it is best not to attempt 
conjecture. The Bank of France held >^55,000,000. Of this 
over 31,000,000 w»s in bills, all at short dates, and about 

>^24,oqp,ooo in advances on securities, all equally for short 
periods. At the Bank of Germany, out of >^64,000,000, about 
50,000,000 was in bills, none at long dates, including 
>^2,100,000 on England and >^8,000,000 in advances on 
securities, all also for short periods. About /6,200,000 was 
invested in securities. At the Bank of Holland, out of 
>^10,000,000, about 3^4,400,000 was in bills, mare than 
.^900,000 of thesq being on foreign countries. >^4.000,000. 
was in loans,.also at short dcttes. At*the Bank of Belgium, 
gut of about £2%^oo,ooo, more than >^19*000,000 was in bills, 
>^6,5^,000 ^f tllfeje on foseign countrfes. ,>if 5,000,000 was 
*in advances on government securities and other advances at 
short dafies. *and about /^.ooo.Sao in'investiTients of a fixed 
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character, including those held for the reserve fund. This 
rough analysis shows*^ in what different forms of securiti^ 
the amounts held by the difif^ent banks are invested. The 
largest holder of fixed securities is the Bank of England; all 
the otjiier banks l^ld their funds in a more readily availablff 

form. : . ‘ ‘ , 

The large amount of specie held, the ready preparation 
made to 'meet.any emergency, are among the causes which 
enable the great banks of the Continent to avoid the constant 
changes and the violent fluctuations in the rate whichtoccbr in 
England. The placing the balance-sheets together thjas enables 
the reader tb examine the facts for himself, in the same way as 
the statements in Table 36, pp. 192, 193, enable him «to com¬ 
pare the, fluctuatioRS in the rate of discount charged by these 
banks during the period over which this investigation extends. 
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For the last twenty-five years the Rate 
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Table 41. Rate of Discount of Banks of 
England, France, Germany, and Hol¬ 
land, 1844-1900, and Belgium, 1851- 
1900. Number of days at each rate 
arranged from lowest rate to highest, 
and proportion per tnilU at each rate , 209 
Tendency to greater Variations and 
number of Fluctuations to be exixicted 210 
Foreign money in England and English 
capital abroad . . . 210-212 

Table 42. Average Minimum Kate of 
Discount charged by Banks of England, 
France, Germany, and Holland for 
years 1845-1980, and Belgium for years 
1851-1900, showing average for the 
groups of years and for whole 
period . ... 210 

Table 43? Years in which no change 
took place in the Rate of Discount of 
Banks of England, France, Germany, 
Holland, and Belgium, 1844-1900 . 211 


• PACS 

Bonds of Foreign Governments frequently 
held in England . . . 212 

Foreign Bills scarcely held . . . 2I2 

Arrangements by which foreign Banks 
meet* demands arising from adverse 
* exchanges . •• • • *** 

Demand for Gold for Export • . 2I2-2I3 

Our Exports antf Imports compaied 213-214 
Table 44. Foreign trade of United 
Kingdom (1861-1900), Imports and 
Exports, and London Clearing Hou* 
Returns (totals at intervals of len 
years) . . . • . 213 

Need of a strong Bullion Reserve . . 2x5 

Advantages of London Money Market 
being the point where many monetary 
transactions are carried on, and that 
this country is so largely the Clearing 
House of the World . . . 215 

Disadvanti^es to business in this country 
of sudden and great Fluctuations in 
Kate of Discount . . . 216 

Supply of Loanable Capital at moderate 
rates important to Trade . . 216 

Tabic 45. Average Monthly Discount 
Kate, with proportion of each month 
to annual Average Rate, 1845-1900, at 
Banks of England, France, Germany, 
and Holland, Belgium 1851-1900, and 
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A REVIEW of some of-the more important points of similarity 
and contrast in the operations and the rate of discount of the 
Banks of England, France, Germany, Holland, and, Belgium 
will not be out of place here. 

In one-tespect there is-a, difference betineen •the rate 
charged at the*B&nk of Germany and those charged at the 
other bank^ betv/een the years 1^44 arid 1900, and that Is in 
the^ minimum rate of discount charged. The Bank of England, 
the Bartlt of I^rance, and the Bank of Holland lowered their 
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rates not infrequentl)» to 2 per cent, in the course of those 
years. The rate of ihe Bank of Belgium dropped foir a 
considerable time to 2^ per cept., but the Bank of Germany 
has never charged less than 3,per cent. During the period 
under review the jrates from 2 to 2 ^ per cent, at the Bank' 
of England were as below;— 

•• - Bank of Englanp, 1844 to 1900, Days. 

2 pfcr cent*for . ' . . . . 3,409 

.. ,• • ... 28 

. .. • • • • • *.995[j 

6 , 4^4 

That is to say, for nearly one-third of the whole time the 
charges werf. at these low rates. The average rate charged by 
the Bank of Francejhas been fractionally lower than that charged 
by the Bank of England, and it has charged less than 3 per cent, 
for p considerable period. The rates below 3 per cent, in the 
time under our notice were as follows :— 

Bank of France, 1844 to 1900. Days. 

2 per cent, for . ... 2,027 

2i „ . . ... ^5^ 

4,606 

Thus, in France extremely low rates only prevailed for 
about two-thirds of the time that they did in England. Still 
in France the time during which rates of 2 and 2i| per cent, 
lasted was more than one-fifth of the whole, a far from 
unimportant fraction. The corresponding figures in Holland 
are as follows :— 

Bank of Holland, 1844 to 1900. Days. 

2 per cent, for . . ... 1,328 

4 .. ■ • ■ • ■ 4,737 

6,065 

This approaches very nearly to the number of days at 
similar rates in England. In Belgium 2 per cent, has never 
Jbeen charged; 2| is the lowest rate quoted by that Bank. 

■ ' Bank o# Belgium, 1851 to 1900. ‘ bays. 

2j per cent, for . ' . . i . 3,169 

About half the length of tinie,of low rates in Euglah^d'or 
in Holland. , • ; 
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While, however, extremely low rate* have thus prevailed 
(or*a considerable time in England, and for a long period, 
though not equally long, in ^/ance, Holland, and* Belgium, 
the rate at Berlin never dropped to 3 per cent, till 21st March, 
'*1879, and was at 3^ per cent, for 178 days only durjpg the 
•years under ou!- notice. • 

* The number of days at the rates of 3 and 3^ pe^ cent., 
which we may call intermediate rates. Was as follow? for all the 
five banks :— . 

• f Bank of England, 1844 to 1900. Days. 

3 per cent for . . ... 4,907 

3i .. • • • ■ V 1.739 

• * 6,646 

Bank of France, 1844 to 1900. Days.* 

3 per cent, for . . *. . 5,557 

3i .. . • ... 1, 815 

7.372 

Bank of Germany, 1844 to 1900. Days. 

3 per cent for . . ... 2,640 

3j .. • • ... 178 

2,818 

Bank of Holland, 1844 to 1900. Days. 

3 per cent, for . ... 6,443 

3i .. • ... 3.°30 

9.473 

Bank of Belgium, 1851 to 1900. Days. 

3 per cent, for . ... 7,454 

3i .. .... 2,426 

9,880 

Taking the length of time that rates up to 3^ prevailed, the 
-gures are as follows* 

® T\_ T»_ i. -f_T»_!_ J • 



Days. 

Per cent, of whole Period. 

^Bank of England ‘ . 

. 13,080 . 

. 64 

Bank of France* 

. 11,978 . 

■. . 58 

Bank of CSrman^ . ^ . 

2,818 . 

• . ,14 

Bank of Holland^ 

• 15.538 ♦. 

• 75 

Bank of Belf^um 

. 13,049 . 



• • * • • ' • 

The greateStVumber of days recorded at one rate is that 
wnen the rate stcaod at 4 per cent: ^t Berlin. 

♦ The whole period is 20,570 daysTor^the Banks of England, France, Germany, 
and IMtSfal; *8,265 *^^7® Belgium." • 
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. f TABLE 4a 

Balance Sheets of the Banks of England, Fnmce, Gpnany, Holland, 
and Belgium. 


u BANK OF ENGLANP 

Issue Department. 

Liabilities. 

Notes Issued 

£ 

■ Sf. 899 , 6 o 5 

Assets. 

Government Debt . 

Other Securities 

Gold Coin and Bullion. 

£ 

. 11,015,100 
. 6,759,900 

. 34,124,605. 


,£51,899,605 


,£51,890605 


JiANKiNG Department. 


Proprietors’ Capital 

Rest 

Public Deposits* . 

Other De^sits 

Seven-days and other Bills 

£ 

■ 14 , 553.000 

. 3,561,102 

• 12.338,29s 

• 39 .oS ',746 

250,019 

Government Securities 

Other Securities 

Notes 

Gold and Silver Coin 

£ 

. 17,274,486 
. 27,295,812 
• 22,939,995 
. 2,243,869 

,£69,754,162 


,£69,754,162 


• Including Eiichequer, Saving*; Banks, Commissioners of National Debt, and D'vidend Acdbunts, 

Dated Fcbi^arym, 1902.- John G. Nairne, Chief Cashier. 


BANK OF FRANCE— Sheet, December 311/, 190]. 
Francs converted as 25 = /l. 


Liabilities. C 

Capital of the Bank . . 7i300,ooo 

Reserve and Profits in addition 
to Capital . . • 1,700,622 

Notes payable to bearer in circu- 
lationfhead office and branches) 162,888,252 

Drafts . ... 1,039,749 

Current Account with Treasury . 8,098,797 

Current Accounts and Deposit 
Accounts— 

Paris . ;£28,894,3IS 

Branches . 2,581,153 


- 31,475.468 

Dividends unpaid, etc., etc. . 2,626,634 


,^215,129,522 


Assets. £, 

Coin and Bullion at Paris and at 
the Branches . . . 142,621,904 

Amount of Bills— 

Paris . ;fl2,101,855 

Branches . 19,620,233 

-3Ii7M,o88 

Advances on BulUon, Money, and 
Securities— 

Paris . ,£11,861,298 

Branches . 11,891,898 

-23,753,196 

Advances to (iovernment (laws 
of June 9,1857, June 13,1878, 

Novemlier 17, 1897) . . 7,200,000 

Government Stock(Reserve Fund) 519,230 
Dis]X)sable Funds, Government 
Stock . ... 3,985,092 

Immovable Funds, Government 
Stock (law of June 9, 1857) . ;,000,000 

Amount appropriated to Special 
Reserve . ■ . 336,297 

Office an<l furniture of the Bank 
and buildings at the Branches,etc. 99 ^, 7 IS 

,£215,129,522 


BANK OF HOLLAND— Sheet, March yst, 1902. 
Guilders converted as I2=;£l. 


Liabilities. 

£ 

Capital . 

1,666,667 

Reserve . " . 

444 , 3 ” 

Notes in ci'culation 

. 18,502,638 

Transfers 

126,766 

Current Accounts . 

. 380,06s 

Discount on Inland Bills . 

i2,Sia 

„ „ Foreign Bills ■ 

Sundry liabilities . 

1,542 

85,205 

Net Profit for distribution . 

74,194 


,£21,293,709 


.. ^ 

Assets. 

£ 

Coin, Bulliow^ etc, . 

. 11 , 457,222 

Inland Bills 

. 3,521,660 

Foreign Bills . • 

940,114 

Loan Accounts , < 

. 3,846,765 

Advances on Current Accounts 

544,288 

Investments—Capil'*! - ; 

7 ^ 5,379 

,, ResTve i. 

Sifindry Assets, Buildings, etc. 

^ I 4 S> 5 s 


_ 


,£21,293,709 


Note.— ‘All /rr centra entries, as those of the notes of the Banus heM by themselves.* ,CiC., 
. are omit.ed so as to show the real position of the accounts. 
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TABLE 40 (cenitMuil). * , 

BANK OF ENGLAND— Site/, Fiiraary 6ti, 1902. 

Arranged «. that It cottapond. in tom with the Bnlmtnc Stots of th. ntha Bank, given hae. 


Liabilities. 

^Capital and Rest . 

Notes in Circulation . 
^even-days and other Bills 
Publjc Deposits 
Oth» Deposits 


£ 

18,114,102 

28,959,610 

250,019 

12,338,295 

39,051.746 

713,772 




’ Assets. 

Gold Coin and BulUon and Silver 


£ 

:! 6 , 368.474 


Coin . j • 

Government Sepirities in,both 

Departments . . • 35,°49.4oo 

Other Securities . . • 2^,295,812 

, , , 


.IMPERIAL BANK OF GERMANY— Shtet, December Jtst, 1901. 
• Marks converted as 20=£i- _ 


Liabilities. 

Capital and Reserve 
Notes in cifculation * . 

Amount due on Clearing and 
Current Accounts 
Deposits (not bearing Interest) , 
Sundry Liabilities and Reserve 
for Doubtful Debts 
Net profits for 1900 


£ , 
9,731,962 

74,085,220 

28,525,014 

37,638 

556,389 

827,875 


Assets.*. 


Cold in fears . 
German Gold Coin 

Silver, Thalers ’ 
Divisional Money 


,£9,776.698 

21,852,532 

6,911,620 

4.905,790 


^1,609,230 

11,817,410 
43,426,640 

Notes of Imperial Treasury (Reichs- 

kassenscheinen) . , . ^,281 

Notes of other iJanks . • 540 > ^ 3 ^ 

Bills held, due within fifteen days 16,637,08$ 

Bills held, due at later dates . 3**^28,690 

47*765,7^ 


Bills drawn on Eng¬ 


land 


Bills drawn on other 
foreign places 


Loans 
Securities. 


’• ,£2,171,987 


26,088 


Value of Real Property belonging 
to the Bank 
Sundry Assets 


2,198,075 

49,963,850 

8,071,878 

6,181,266 


13,764,098 


1,863,360 
. 2,816,693 

i^I 13,764,098 


NATIONAL BANK OF HEhGWM—Balance Sieet, December 31st, 1901. 

Ffancs converted as 25 =;£i. ___ 


Liabilities. 


Capital ^)aid-np 
Reserve Fund 
Notes in circulation 
Current Account,' . • • 

Stamp Duty, Share of Profit^ue 
to the Governmtnt, Employes’ 
Superannuation, IJfouident 
Funds, Dividend due, etc? 


At 

2,000,000 
, 1,144,698 
25,97^,213 
, 3,580,553 


607,334 


;£ 33 . 305 ,?i* 


Assets. 

£ 

Specie and Bullion . • 4,646,127 

Bills discounted . . . 19 , 131,747 

Securities due for Collection ■' 2,840,784 

Advances on C/bvernment Secur¬ 
ities . ., . •* 2,210,826* 

Governmeiit and Reseri^ FunA . 

* Securities , . . • 3,’21,480 

Securities for Current Accounts,et c. 1 , 354,854 

' ;£ 33 J 05 , 8 i 8 


Note.—A ll per 


contra entries, as those of The notes of the Banks Held by themselves, etc.. 
Ere omitted so as to show the jeal position of the acfounts. 




2o8 


REMARKS ON THE RATE OF DISCOUNT [CH. xx 


The particulars are as follows:— 

Bank or England, 1844 to 1900, Days. 

4'per cent, for . . . . 2,698 

4j „ . . 481 

5 „ . . ... 2,012 

S.« 9 J 

Bank of France, 1844 to 1900. Days. 
4peroant. for : . _ .. 4,516 

4 i „ _■ ■ ■ • • 353 

5 „ ' . . ... 2^1 , 

6,930 

Bank or Germany, 1844 to 1900. Days. 

4 per cent, for . “ . . . . 11,077 

, 4 i ' „ ■ • • • 1,439 

5 „ • - ... 3,648 

16,164 

Bank of Holland, 1844 to 1900. Days. 

„ 4 per cent, for . . ... 2,104 

4 i ., • • ... 651 

S >. • • ... 1,399 

4,'54 

Bank of Belgium, 1851 to 1900. Days. 

4 per cent, for . . ... 3,017 

44 „ . . . . . O43 

5 „ . . ... 681 

4,341 


To make this point thoroughly clear, a summary statement, 
marked Table 41, p. 209, is added, showing the nurft'ber of 
days at each rate, arranged from the lowest rate charged 
to the highest, for each of the five banks. 

It appears from this table that comparatively high rates 
were charged for the longest time in Germany; the nexi longest 
in France; the next longest in England; the next longest in 
Belgium**; and for the shortest time in Holland. But if the 
“rate never fell below 3I per cent, in Berlin between 1844 
and 1875, it never rose above 9 per cent, ;'nd, indeed, stood 
at that high point for sixty,-three days only ifuring the period 
under consideration, that is for a' very incbnsidevable frStetion , 
of the whole time. The average of the rate, howaver , cha rged 
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in Berlin has been higher than at Londop or Paris, in Holland 
qr ift Belgium. ~ 




£ s. 

•rf. 

England (1845-1900) 

J* 

. 3 12 

0 

France ( „ ) . 


. 3 II 

9 

Germany ( „ ) . 


• 1-45 

I 

Holland i „ ) ■ 


. ’ . 3 ’6 

4 

Belgium (1851-1900) 

* 

. . 3 8 

1 


♦ • 

^ears the statement Table 42, p. 210, 
points out mat on average, from 1875 bnwards, the rate of 
discount* has been lower for the last five-and-twenty years in 
Paris than* in London. 

For the remaining variations, in the rate readers should 
look to Table j6, pp. 192, 193, in which all the variationsof the 
rate at each of the five banks are summarised, to all the other 
tables there referred to, and to Table 45, p. 216. 

There have been at Berlin as well as at Paris, in Holland, 
and in Belgium some years in which the rate of discount never 
varied at all, and there have been two years, though only two, 
at the Bank of England in which a similar occurrence took 
place, see Table 43, p. 211. 


TABLE 41. 


Rate of Discount, Banks of England, France, Germany, and Holland, t344-t900, and 
Belgium, 1851-1900. The Number of Days at each Rate, arranged from the 
Lowest Rate to the Highest, and the Proportion per milh at each Rate. 



Bank of England, j 

Bank of France. | 

Bank of Germany. 

Dank of Holland. 

Bank of Belgium.* 

Rate 

Number 

Number 

Number 

Number 1 

Number 

Number 

Number 

Number 

Number 

Number 


of Days, ' 

of Days 

of Days, 

1 of Days 

of Days, 

of Days 

of Days, 

of Days 1 

of Days, 

of Days 

Cent. 


~ 1,000 

30,570. 

: ssiooo. 

30,570 

= 1,000. 

! 30,570. 

=1,000. 

18,362. 

= 1 , 000 . 

2 

3.409 

itb 

1 

! 2,027 

gS 



1.328 

(>5 



»i 

z8 











a,997 

146 

2.579 

136 



4.737 

230 

3.x^ 

‘74 

8 

4.907 

»S 9 

5.557 

*270 

2,640 

i2g 

6.443 

3^3 

7.454 

408 

8* 

1.739 

84 

1.815 

JS 

178 

9 

3.030 

147 

2,426 

133 

4 

2,698, 

131 

4.516 


11.077 

540 

2,104 

102 

3.017 

‘6s 


4S1 

^3 

353 

• >1 

1.439 

70 

651 

32 

643 

35 

5 

2,DI2 

98 

2 ,v 5 x 

100 

3.648 

177 

1.399 

68 

681 

37 

6i 

259 

^3 

120 

• 6 

. 430 

21 

367 

18 

37- 

21 

« 

868 

43 

1.170 

51 

730 

35 

226 

II 

473 

26 


91 

4 

i 


50 

2 

150 

7 

• • 

... 

7 

577 

t8 

286 

’4 

23^ 

Xt 

. '35 

* 7 , 

2» 

, ■» 

74 


» 

21 

J 

44 

2 





8 

268 

‘3 

• 

2 

37 

/ 

» ••• 




9 

95 

5 

16^ 


63 

%3 





10 

141 

V 



,..u 








(T 









• « 

20,570 

t,000 

20,570 

tyOOO 

20,SJP 

^I^OQO 

20,570 

1^00 

18,262 

1,000 


* From 185X to iW 
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It will be oBserve^d from Table 43, p. 211, that there was 
one year alone in which all the five banks cofmcided in ma&ing 
no alteration in the rate charged, and that was in 1851. It is an 
entirely fortuitous coincidence that in the period under consider- 
ation-^Bank of l^elgium, 1851-1900 (see p. 188); Bank of 
Holland, 1845-1900 (see p. 179)—the number'of changes has 
bedn 'ihe same—173 at both ba,nks. It will assist us in under¬ 
standing the Variations in the rate tq/compare the number of 
fluctuations at the different banks iiuring the last ten years 
under notice. i- * 


Number or Variations in the Rates of Discount, iSgitTO 1900. 


f i8g{ to igoo 
Total amount of varia -1 
tidnsfrom 1844 to 1900 / 


Bank of Bank of Bank of Bank of Bank of 

Engktnd. France. Germany. Holland. Belgium.* 

55 ••• 9 36 ?3 J3 

400 ... Ill ... 116 ... 173 ... 173 

* 1851 to 1900. 


The rate charged by the Bank of France has remained 
almost uniformly low during the last ten years. 

This tendency to greater variations in intensity, and to 
a greater number of fluctuations, must be expected to increase 
as commerce extends, and as business transactions in different 
countries not only become more numerous, but more closely 
connected. As is well known, the amount of foreign money 
employed in the London money market has increased greatly 


TABLE 42. 

Average Minimum Rate of Discount charged b; the Banks of England, France, Germany, 
and Holland for the years 1845-1900, and Belgium for the years 1851-1900, showing 
Average for the groups of ten years 1845-54 (Belgium, 1851-54), i855>'64, 1865-74, 
1875-84, 1885-94, and for six years 1895-1900, and for the whole period, 1845-1900 
(Bel^um, 1851-1900). 


Vfikn. 

Bank of 
England. 

“1 

gsi 

coS 

Bank op 

Francb. 

I 

0.2 

0 0 O' 
£ 0 "e 
0 “ 2 
0.0." 
0 a 

Bank op 

Germany. 

■s;?. 

2o4 

Bank op 

Holland. 

ts 

gn 

w 

* 

^ Bank op 
Bslgium. 

% 
0*3 n 

git 

4 

.£ s. d. 


£ t. d. 

7. 

£. s. 

d. 

« 

7. 

>. 

d. 

Ve 

£ 1 . d 

7 . 

1845-54 • 

‘3 8 *3 

95 

3 «s 5 

1//. 

4 6 

5 

J 02 

218 

\ 

88 

370 

99 

1855-64 

4 12 9 

igg 

14 14 10 


4 9 

0 

‘OS 


0 

“5 

3 XI IX 

106 

1865-74 

3 t6 I 

tob 

3 18 n 

1A> 

4 12 

2 

J08 

0 

jj 6 

313II 

log 

1875-84 

3 3 11 

89 

T 2 I 

'87 

4 5 

I 

JOO 

3, 8 

2 

,.103 

379 

JOO 

1885-^4 

3 3 * 

tSS 

2 17 9 

81 

3 ‘3 

I 

86 

^14 

5., 

S3 

3 j 1 

90 

18#6-1900' 

304 

.?4 

2 8 8 

68 

* 

f 4 

2 


3 2 

4 

9n 

31 1 

pd 

184&-1900 

3 la 0 

voo 

3 II 9 

JCO^ 

4 S 

I 

JOO ; 

3 ff 

U 

4 

/oIk 

-- 

I 

>00 
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YEARS OF NO CHANGE IN RATES 


sn 


TABLE 43. 

Years in which no change tookjj)lace in the Rate of Discount 
at the Banks of England, France, Germany, Holland (1845-1900), 
and Belgium (1851-1900). 


Bank of 

JBank of 


IUnk of 

Ba^ of 

, Bank op 

England. 

France. 


Germany. 

Holland. 

Belgium. 

• 

Years. 

Years. 


Years. 

Years. 

• 

Yeaas. * 
, (*851-1900. 

— 

1844 

\ 

— 

1844 

— 

— 

1845 


— 

• “* 

— 

A 

1846 


— 

— 

... —“ 

• 

1848 


— 

— 

... - 

_ • 

1849 


— 

— 

• 

— 

00 

C/1 

0 


1850 

— 

... - 

185^ 

1851 


1851* 

1851 

.... 1851 


• _ 


1852 

18^2 

sl . 


_ 


— 

— 

■■■ *1853 

_ 

_ * 


_ 

1854 

1854 


_ 


— 

— 

... 1855 

_ 

— 


— 

1859 

— 

_ 

— 


i860 

i860 

... —• 

__ 

_ 


1861 

— 

— 

_ 

_ 


1862 

__ 

— 

___ 

_ 


1867 

— 

... — 


1868 


1868 

_ 

1868 

_ 

1869 


— 

— 

1869 

% 

... 1875 



— 

... **~ 


_ 


_ 

1876 

—- 


__ 


— 

1877 

— 


• • 


-- 

1880 

— 

— 

1884 


1884 

— 

... 

— 

1885, 


— 

— 

... 

__ 

1886 


— 

1886 

... — 


1887 


— 

1887 

— 


. 


— 

1888 

— 

. .. 

— 


— 

1889 

— 

__ 

1890 


* 

— 

... 

0 

1891 

• 

— 

— 

1891 

— 

1893 

• 

— 

— 

... 

• 

... 1894 • 


— 

— 

1894 

189s 

» 

V 

— 

1895 

• 


1896 


* — 

T" 

... 

—— 

1897 

• 

— 

__ 

1^97 




_ t — 

' 

•-*- 

2* 



9 * 


9 * 

sst 

37 t 


48! 

, 43 t 

411 




• 

— 

• 

ail 57 

* 57 


57 . 

57 - 

*50 


'■‘^Years in’,which no alteration toolf pfece. t Years oT change. 
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during recent years. \ When the London rate is lower than 
that ruling on the Continent, there is, of course, less inrfuca- 
ment for fenglish bills to be hefci in foreign countries. Hitherto, 
though an enormous amount oV English capital has been sent 
abroad to almost every country in the world, it has been directed" 
to fixed and permanent investments rather tftan to employ¬ 
ment in bills drawn on business houses in foreign commercial 
centres. The* bbnds of'foreign govern/ients, of foreign railways, 
investments in industrial undertakirfgs of almost every class, 
have all been largely supported by English capital, flhere is 
no need to make any detailed explanation of this point, as the 
fact is so well known. ■ But while the bonds of many foreign 
governments are perfectly familiar here, the English blinker or 
bill-broker has, as* a rule, little knowledge of, or experience in, 
transactions in foreign bills. Hence, there are very few, it 
allhost might be said there are hardly any, foreign bills held 
in England ; while the reverse of this is the case on the money 
markets of the Continent of Europe, where English bills are 
very generally held, and form a most useful reserve to those 
who hold them in the case of demands arising from an adverse 
rate of exchange. 

These bills can be forwarded to this country for collection 
in case their holders want the money, or the amount repre¬ 
sented may be reinvested in fresh bills as the Ijolders desire 
it. No securities can be more convenient to the holders. It 
has been the feeling of confidence that first-class English bills 
would always be paid in gold which has given thean their 
position. 

In some instances the founts in bills payable out of the 
country in which they are held are specified in the accoiftits of 
the banks whose statements are analjrsed here. In, the case 
of the Bank of Germany the particular's o[ the countries on 
which they are drawn are given. iThtf Bank of Belgium gives 
full particulars as to the amounts, but does not specify the 
countries. The bonds of foreign governments •may be said to 
hold much the same place^ in England for'tHese purposes th,at 
commercial bilk on England do abroad, ^nd ■ <}ften ser^^e the 
purpose of malfing a remittiinte. When this occurs it tehdl 
to check a demand for gold Yor exoort which wouTd’tirebablv 



CH . XX ] OUR FOREIGN TRADE, EXCESS OF IMPORTS 413 

Otherwise have arisen. The holding of thdse bonds in this 
couhtry is. thus i service to us by preventing a drain on our 
bullion reserves, which might jjiave been very incbnvenient. 
But it must be remembered tha the current may equally, when 
"circumstances favour it, turn in the other direction. tWhen 
•the value of rftoney rises on the principaf money markets of 
Europe, or there is any great .uncertainty about the prpspects 
of foreign politics, a v^ry considerable drain •dh dbr bullion 
reserve may at any tima be made through the means of the 
Eng'lislv commercial and Treasury bills held so largely abroad. 

In ccynnection with this subject attention has repeatedly 
been drawn to the fact that our expqrts of recent years have 
not inoreasedjproportionately to our imports. As »the point is 
of importance, I have added a table marked 44 (see below), . 
giving the amounts *of these for each ten years from 1861 
to 1900. This should be read in connection with Table* 19, 
p. 137, which compares the Clearing House returns with the 
exports and imports and the amounts of the note circulation 
between the years 1861 and 1900. 

In col. I of Table 44, the gross amount of imports is stated, 
and in col. 2 the re-exports of foreign and colonial produce. 
Deducting these from the amount in col. i, the net imports 
are shown in col. 3. The British and Irish exports are shown 
in col. 5, and^ the excess of imports over exports in col. 7. Three 
columns of proportional figures. Nos. 4, 6, 8, enable the reader 
to see at a glance wh&t the progress of events has been. The 
exports, the figures of which mark a growth from too to 233, 


• TABLE 44. 

Foreilin Trade of the United’Kingdom, 1861-1900 (totals at intenrals of ten years). 



1 

2 

3 

4 

5 

6 

7 

8 

Yeai. 

• 

• 

Imports. 

Re-cxpom 
of Foreign 
and Colonial 
Produce. 

• 

Net (inpons.^ 

• 

» 

Proportion of 
Net Imports 
to 1861. 

1861=100. 

British and 
Irish Exports. 

t 

Proportion of 
Exports to 1861. 
1861=100. 

Excess of 
Inerts over 
Exports. 

• 

ills" 

1861 

£ 

2X7.‘;oo.ooo 

34,5ro*oV 

183,000,000 

• . 

100 

e 

I 2 S,IOO,OOfi 

223,I(fo,000 

• 

100 

• 

57,900,000 

100 

isn. 

rii.ooo.ooo 

60,500,000 

1 

0 

148 * 

17 S 

47,400,000 

Sa 

1881 

397,000,000 

6|, 100,000 
61,^,000 

^^.OOO.OOO 

iSe • 

%34,000,(JDO 

187 

^,900,000 

ija 

1891 

435*00,000 

iZ73ySOOyOOO 

• '104 

247,200,000 

•97 

I 25 , 3 oo,oc)b 

188,761,000 

ai8 

1*00 

■S» 3 .o 7 SiOotf 

63,182,000 

459,893,000 


291,192,000* 

1 •^33 

sgi 


* Including ships, aew (not ftgistered as Britibh), 
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have not increased s‘o much as the net imports have done. 
These have moved from loo to 251, and the excess oPitttr 
ports ovdr exports has increased more rapidly still, having 
moved from 100 to 291. In tlfc last year' under notice, 1900, 
the excess of imports amounted to the enormous figure of' 
;^i 68,700,060, evefi after including ships sold toToreign owners,* 
which .are brought in among tjie exports in 1900, but do'not 
appear iri thfc Gtatemeht for 1891 of, in any of the earlier 
figures. There are many deductiorfo to be made from this 
amount before we can understand what the figures really rfiean. 
These deduptions arise from the large sums due ^pr freight 
and other charges on the goods moved, forming part of the 
“invisible sxports,” with which phrase we haye been made 
familiar.. It is sometimes estimated that there should be 
annually due to this country some ^9o;ooo,ooo for freights, 
and about ;^30,000,000 for other charges. 1 mention these 
figures and estimates merely to indicate that there is a very 
large deduction to be made from the enormous and increasing 
excess of imports over exports, which to the minds of many 
thoughtful persons appears such an alarming feature in our 
trade. The figures themselves may mislead the reader unless 
he remembers the circumstances. The imports are charged at 
their value on arrival here, thus including necessarily the cost of 
their freight to this country, while the exports represent their 
value here, not the price at which it is expected they will be 
sold, or the cost of their freight to their dastination. That there 
must be some substantial set-off of this description is obvious, 
as otherwise the business of the country could never have gone 
on if we really imported goods to a value so much in excess ®f 
what we had to offer in exchange. .Still, after making all 
possible allowances of this description, it is clear that this great 
and increasing amount of imports may readily be a danget both 
to our commercial position and our, banicing system by turning 
,the couyse of the foreign exchanges agaiqst us, and perhaps 
with a rapidity unexpected by most people. At such times the 
sale of “ international securities,” as they art Ifermed, that is to 
say, .of bonds jnd other Vecufities readi^. salekble on the 
principal Stock Exchanges of the world, is as usfeful as "Ian* 
. export of specie to meet a •foreign demand.,' lif fRe*^0pinion • 
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of nien entitled to judge, this process has heed going on for 
gonlfe tim^ amodg us. It is even qliite possible that the 
country may have been living,“above its income”*for some 
time past without this having been discovered. Though 
, * eventually the fact must become known, yet the process,might 
•go on for a long time till returning prosps^rity set the balance 
straight. The amount of “ international securities ” held^in J:his 
country is said recently\to have diminished con^iderafbly, while 
side by side with this th^e is believed to have been consider- 
able^nt^stment of foreign money in British securities. Should 
this movement come to an end, or be reversed, it is obvious 
how great a demand may arise on our gold reserves. We 
cannot„of course, complain if foreign investors desi|;e to possess 
securities which we hold, and are willing tcv purchase, them on 
terms that suit us, but their doing this undoubtedly strengthens 
their power in our money market. , 

As the communication between the money markets of 
this country and of the rest of Europe becomes closdi", we 
must expect, unless care is taken to obviate their occur¬ 
rence, to see greater fluctuations in our own market. And 
the conclusion is obvious, that we are bound to take 
eveVy precaution not only as to care in the details of busi¬ 
ness, but also by the formation and maintenance of a large 
bullion reserve in this country to enable us to meet the 
sudden demands which may, at any moment, be made on us. 
We reap a great ^vantage from the fact that our money 
market is the point where so many monetary transactions are 
carried on. We reap great advantages also from the fact that 
this country is so largely the Clearing House of the World; 
but unless our positioii in the mafter of the specie reserve is a 
strong one, we shall he sure one day or another to find that 
the Qrcumstances just referred to expose our business transac¬ 
tions to a great peril. • Wg have attained our present position 
by unremitting exertion : the same exertitJn must be continued 
if we desire .tp maintain it. 

The eviden»e*bf increasing closeness of connection between 
the grincipsd moi^ markets pf Eflrope, •which is given by the 
• tables of tarnation in the rates of discount charged Th them, has 
. led to.thfstf remarks. We must, be content .to keep a larger 
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supply of “ unused money ” ready to meet the demands v^hich 
may be made at any‘moment, if we desire ^to see^ a groatej* 
uniformity in the rate of discou^ charged here, and a diminution 
of those fluctuations which havd..of recent years caused so much 
inconv,pnience to our traders, and which are disadvantageous" 
to the business interests of this country. A* full supply of«- 
loaijable capital at moderate and fairly uniform charges is at 
least as important to the trader as a fiill supply at reasonable 
prices of the goods he deals in, or of^e raw materials he uses 
in his manufactures. A comparative statement of the^raCes of 
discount month by month at the five great banks of Europe, 
with the corresponding movements in the London Clearing 
House, Tabje 45, during the ‘periods over which this in,yestiga- 
tion ejdends, is adcjed below for facility of reference. 


TABLE 45. 

Average Monthly Discount Rate with proportion of each month to Average Annual 
Rate, 1845-1900, at Banks of England, France, Germany, and Holland, Belgfium 
fifty years, 1S51-1900, and of Monthly Average to Yearly Average at I^don 
Bankers’ Clearing House thirty-three years, 1868-1900. 


Month. 

Bank op 
England 
(S ee Table IS) 
Average of 
Fifty»six 
Years, 

/£j «ai. 

Average of 
Fifty>six 
Yeaxs^soo. 

Bank of 
France 
(See Table 21 ) 
Average of 
Fifty-six 
Years, 

Cl nr. id. 

Average of 
Fifty-six 
Yearssxoo. 

Bank of 
Germany 
(S ec Table 36 ) 
Average uf 
Fifty-.six Years, 

£4 ss. x 4 . 
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Years -xoo. 
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I 

94 

March 
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93 
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98 
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11 

94 
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99 

3 10 3 

gS 
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6 
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3 ® ' 

9 S 

4 1 

3 

96 
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July . 

346 

89 

382 

95 

4 2 

0 

97 

July 

August 

364 

92 

3 8 7 

g6 

4»I 

10 

96 

August 

Sept. . 

367 

92 

3 8 u 

96 

4 4 

8 

100 

Sept. 

Oct. . 

3 "7 3 

108 

3 >3 5 

‘03 

4 II 

4 

107 

Oct. 

Nov. . 

438 

1/6 

3 16 3 

106 

4 12 

7 

log ' 

Nov. 

Dec. . 

4 X 10 

113 

3 IS 5 

los 

4 13 

2 

I/O 
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Month. 

Bank op 
Holland 

(See Table 30) 

Average of 
Fifly-six 

Average of 
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Yearssioa 

< 

Bank ok 
Belgium 
(SeeTahleSS) 
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Cl Si- id. 
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(See Table IB) 
Average of 
Thirtv-|hree Years, 
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Z5U,99li«» 
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*■ c 
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99 
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/06 
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kIesI 
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3 * 4 8 
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July % 

3 2 II 



96, 

547 , 234 , 000 - 
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3 4 3 *^' 

W 

3 5 8 

97 
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‘ V 

tiugs^t 

Sept. . 

340 


3 6 II 

• 98 

466.827,000 

92 

Sgrt. 

Oct. . 


/fil 


J04 

S34.52i.OOQ 

• . 

Oct. ■ 

. Nov. . 


/O 7 

3 14 8 • 

^ //o 

503.457.OOa> 

93 * 

^ov. 

Dec. < 

3 12 9 
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3 13 3 

loS 

*,15,129,000 

%/00 
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There are several other points in the statements referred to 
and contained in this volume which may be indicated, though 
they cannot be followed out further. For instance, it was found, 
so long as the facts w^re made pdblic, that the amount of the 
bankers’ balances with the Bank of England on the second 
returp m each half-year—that is to say, the second return in 
the months of JJnuar^ and July—was considerably above the 
total average of each year, and that there was a very marked 
augmentatiop in these amounts during^the later comjj^red witlf 
the earlier yearl* included in the returns. Similar though 
smaller fluctoatio^s were obse/vabte at the corresponding dates 
in April entf October. These, periodic flugfuatiwis-are con¬ 
nected-wt^i-the payments of the funds, and on 
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other fixed secuwtiesr The increase in them is due to larger 
amounts of stock held* as reserves by the banks of the country 
generally^and also to larger agiounts of dividends received,on 
account of customers. It mustlhe borne in mind that the years 
from {^844 to 1900 have witnessed a very large development" 
indeed in the business of banking in the United Kingdom. •- 
M^ny persons have accounts with a bank now who—or their 
predecessors <in similan positions in life—would not have had 
banking accounts at an earlier period. The increase on the 
dates mentioned connects itself no doubt with this alteption in 
the habits of the country, and is interesting on that account. 

This point is mentioned, among others, which a careful 
investigation of the returns relating to the Bank of England, 
and tabulated in tjhis volume, will enable the reader to trace. 
Many matters connected with the conduct of business, many 
incidents in the transactions of the day which have influenced 
the adoption of a particular rate on a given occasion, cannot 
be recorded in the returns from which the figures in this 
statement have been condensed. Thus no indication can be 
traced in these returns of the habit said to be indulged in by 
some banks of accumulating a large balance at the Bank of 
England at the end of the half-year in order to make the half- 
yearly balance-sheet look better than it otherwise would do. 
This is a despicable practice, which should be discouraged by 
the common sense of all bankers. * 

Only a bare outline can be shown .here of events, all- 
important to the well-being of the country ; but it is hoped 
that this analysis will be of service in assisting us to thread the 
history of the past, and in enabling us to see what is needed a,t 
the present time. ‘ ^ . 

One of the subjects which was proposed to be investigated 
in preparing this statement was the relation of the reserve to 
the current rate of interest charged. study of this analysis 
shows the truth of vhe usual conclusion that the rate of dis¬ 
count j:K^rged by the Bank of England is regul^gjted more by 
the proportion of the reserve, to liabilities Axi by any other 
consideration. That the amount; of the bankers’ balances, anH 
the proportion they bear to the .reserve, m*ay have'a bearing » 
on the rate is veny probable, fhough the influence of "this b not * 
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clearly marked, and cannot now be fraced owing to the 
absence of inforiAation in the published* returns. The move¬ 
ments of the foreign exchanges^^quoted for the great .European 
centres of business—Paris, Aipsterdam, Hamburg, Frankfort, 

* and, we must now add, Berlin, as representative of Geriijany— 
•influence the bfenk rate very greatly, becaifee an unfavourable 
exchange is accompanied by an outflow of bullion, and hencq by 
an immediate diminution of the reserve It is jvsll known that 
the Directors of the Bank^ when fixing the rate to be charged, 
take'thf state of the foreign exchanges into consideration. 
The Baqk possesses still, though other powerful banking 
institutions have grown up round it, and appear "•at first sight 
to overpower jt, so strong an inflfience over our money market 
that by setting the rate of discount high eijough it cjn'always 
control the foreign exchanges, although this effect is not now * 
produced so rapidly as in former years; hence the foreign 
exchanges generally appear to follow, rather than to lead, the 
Bank of England rate of discount. All these varied require¬ 
ments—of discounts at home, of specie for export—of every 
other demand, affect the proportion of the reserve to the 
liabilities—the cardinal point on which the rate of interest 
charged by the Bank turns, influenced at times, besides the 
regular requirements of business, by the demands made on 
the stock of bullion held by the Bank through the movements 
of the Scotch and Irish note circulations and the autumnal 
drain. • 

^Yithin the period over which this investigation extends, 
the amount of money in the country generally has enormously 
increased. The gold in circulation is nearly three times the 
amount it was some ^fty or sixty years ago. Yet, while the 
amount of deposits held by the banks of the country—that is 
to say,'the amount.of loanable capital—has also greatly in¬ 
creased, we have far ryore^frequent and rapid variations in the 
bank rate of interest, ^nd often also a high rate. 

The explanation of this i% that no j)recautions arg* taken it! 
this country as* ^ the Banks of Germarry, Belgium, an '5 else¬ 
where to mvti^ate„the pressure of*&n unfavourable exchange by 
■ Hblcfmg bills on otlier countries, which can be “nHiited” when 

. the*ieed Srtees; while the total amount.held in reserve has not 

• « 
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been increased ki a dike proportion with the demands which 
may be made on the? reserve. Meanwhile,*from the altered 
character,of that reserve, which results from the enormous 
increase in the bankers’ balance^ held by the Bank of England, 
there js a greater liability to sudden demands, owing to the 
vast increase in banking deposits throughout the world. In the- 
Upited Kingdom alone they have increased fully fourfold 
during the last fifty years. 

Mr. Newmarch estimated these^ deposits in 1851 at 260 
millions; to which might at that time be added for fqjeign 
and colonial banks 25 millions, forming an aggregate of some¬ 
thing like 3O0 millions. My own estimate of the holdings of 
the banks in the United Kingdom alone at the preset time 
is thatothey approach, if they do not exceed, 1,000 or 1,100 
millions.* ' 

This very great increase in the amounts held on deposit 
during the last fifty years may at any moment give occasion 
for a ‘very considerable demand on the banking reserve. The 
reserve held by the Bank itself is now smaller in proportion to 
its own liabilities than it was in the earlier years over which 
this survey extends. Meanwhile, no preparation whatever has 
been made to meet the demands which may arise at any 
moment in relation to the general banking liabilities of the 
country which have so enormously increased. The bankers 
have been exhorted by the highest official authorify to increase 
their own reserves. They have done, so, but have their 
efforts and their self-denial in putting aside large sums for 
this purpose been adequately met.^ 

. While the bankers have, in response to the desires referred 
to, notably increased their own specie reserves, the amount of 
specie required to be held against the notes issued by the Bank 
of England may now relatively be less. 

This point has been referred to in the preface, but a more 
complete explanation is advisable. The facts are as follows: 
The amOpnt of securities in the Issue Department of the Bank 
is defined by Clauses 11 ., V., and VI. of,.iche Act of 1844, 
and by Schedule (A.), referred to in Clause VI. 

* See articles on “Progress of Banking,*'No. 3 in April numbers (1894-1903).of 
jthe Bankers* Magazine. ' ■ ^ 
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These are as follows:— 

Afno Sep^o et Octavo Victoria Regina] Cap. xxxii. 

An Act to regulate the Issue of ^ank Notes, and for giring to the 
Governor and Company of Ae Bank of England certain Privi¬ 
leges for a limited Period. Ugth July, 1844.] 

Clause IL—^A*d be it enacted. That upon the ^Thirty-first Day*of Manage- 
Augpst One thousand eight hundred and forty-four there shall* be trans- “rat ol 
ferred, appropriated, and set apart by the said Governor and Company to 
the Issue Department of the Bank of England Sacurities tg the Value of ° 

Fourteen Million Pounds, whereof the Debt due by the Public to the 
said Governor and Company sh^ll be and be deenW a Part; and there 
shall also%t the same Time be transferred, appropriated, and set apart by 
the said Gowernor and Company to the said Issue Department so much 
of the Gold Coin and Gold and Silver Bullion then held by the Bank of 
England^o& shall not be required by th? Banting Department thereof; 
and thereupon tlfere shall be delivered out of the said Issue Departn^ent 
into the said Banking Department of the Bank of England silch an 
Amount of Bank of Elngland Notes as, together with the Bank of 
England Notes then in circulation, shall be equal to the aggregate. 

Amount of the Securities, Coin, and Bullion so transferred to the said 
Issue Department of the Bank of England; and the whole amount pf 
Bank of England Notes then in Circulation, including those delivered to 
the Banking Department of the Bank of England as aforesaid, shall be 
deemed to be issued on the Credit of such Securities, Coin, and Bullion 
so appropriated and set apart to the said Issue Department; and from 
thesceforth it shall not be lawful for the said Governor and Company to 
increase the Amount of Securities for the Time being in the said Issue 
Department, save as herein-after is mentioned, but it shall be lawful for 
the said Governor and Company to diminish the Amount of such 
Securities, ancfligain to increase the same to any Sum not exceeding in 
the whole the Sum of Fourteen million Pounds, and so from Time to 
Time as they shall see Cfccasion; and from and after such Transfer and 
■Apprapriation to the said Issue Department as aforesaid it shall not be 
lawful for the said Governor and Company to issue Bank of England 
^otes, either into the Banking Department of the Bank of England or to 
any Persons or Person whatsoever, save in exchange for other Bank of 
England Notes, or for Gold Coin or for Gold or Silver Bullion received 
or purchased for the said Issue Department under the Provisions of this 
Act, or in exchange for Securities, acquired and taken in the said Issue 
Department under tile Provisions herein contained: Provided always, that 
it shall be lawful for the said Governor and Compjny in their BSnking 
Department to issue allsudh Bank of England Notes as they shall at any 
Time receive fwvn the said Issue Dapjrtment or otherwlse,^in thg sa^e 
Manner in all respscSies such Issue woqjd be lawful to any other Person 
6r Persons. • 

. Clause y.—<’roviclbd always, aJiS be it enacted. That if Power to 

who on the^ixth Day of May One ftiofisand eight hunUred and forty-four increase 
wasTssuing his owti Bank Notes shall dease to issue his dwn Bank Notes, sec^ties 
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inthel»sue it shall be lawful for Her Majesty in Council, at any Time after the 
Depart- Cessation of such Isstfe, upon the Application of tjhe said Govemy and 
tsTe'a^ Company, to authorize and empower the said Governor and Company fo 
lional increase the Amount of Securities in the said Issue Department beyond 
notes. Sum or Value of Four^^en million Pounds, and thereupon *to 

is|ue additional Bank of England Notes to an Amount not exceeding * 
such increased Anjpunt of Securities specified in such Order in Council,, 
and so from Time to Time; Provided always, that such incr^sed 
' Amount of Securities specified in .such Order in Council shall in no Case 
exceed the'Ptoportion of Two Thirds the Amount of Bank Notes which 
the Banker so ceasing to issue may have been authorized to issue under 
the Provisions of this Act; and every'^such Order in Council shall be 
published in the next succeeding London Gazette. f 

Account Clause VI.—And be it enacted. That an Account of the Amount of 
to be Bank of England Notes issued by the Issue Department of the Bank of 
tendered England^ and of Gold Coin add of Gold and Silver Bullion resyrectively. 
Securities in the said Issue Department, and also an Account of 
England, the Capital Stoclc, and the Deposits, and of the Money and Securities 
belonging to the said Governor and Company in the Banking Department 
of the Bank of England, on some Day in every Week to be fixed by the 
Commissioners of Stamps and Taxes, shall be transmitted by the said 
Governor and Company weekly to the said Commissioners in the Form 
prescribed in the Schedule hereto annexed marked (A.), and shall be 
published by the said Commissioners in the next succeeding London 
Gazette in which the same may be conveniently inserted.—7° et 8" 
Victorise, cap. 32, §§ II., V., VI. 

SCHEDULE (A.) 

Bank of Englanu. 

An Account pursuant to the Act 7 and S Viet. Cap. xxxii. for the Week 
ending on the day of ^ 

hsut Department. 

Notes Issued ■ . . £ I Covernraent D bt . . £ 

j Other Securities . 

I Gold Coin and Bullion. . , 

Silver Bullion 

Dated the Day of i8 «. i 

_Cashier. 

Banking Department. 

Proprietors' Capital . . £ Government becuritjes (in- £ 

Rest. eluding Dead Weight An- 

Public Deports (to include. nu:‘.y) . . 

* ' Exchequer, Savings Banks, ■ Other Securities . 

I Commissioners of National Notes , . 

Debt, and, Dividend Ac- Gold and Silver . 

counts/ . . * 

Other Deposits . . . '* *■ 

Seven Day and other Bills . , ec 

' ' ^ ' . 

Dated the Day of i8 . , * ‘ 

' _Cashh^r. 
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The effect of Clause V. has been tha& the issue of Bank of 
fngiand notes agliinst securities has sin(fc 1844 been increased 
by, ^4.1 75 . 000 - The dates at .which this increase took place 
and the amounts added are as ^llows:— 


Fixed Issue of the Bank op England. 


Aojount authorised by the Act of 1844 
Add increase since in authorised amount; 1855—Dec. 7th 

1861—July 10th 
1866—Feb. /ist 
1881—April 1st 
1887—Sept. 15th 
1889—Feb. 8th 
1894—Jan. 29th 
1900—March 3rd 
1902—Aug* I Ith 


.^ 475.000 

175,oj» 
35d,ooo 
75o»ooo 
450,000 
250,000 
350.000 

975.00ft 

400,000 


. 14,000,000 


4,175,000 

£tj,ifs,ooo 


Hence the amount of bank notes issued may be larger now 
than formerly, and yet the amount of gold required to be field 
against the notes issued may relatively be less. This has 
.occurred on several occasions. For convenience of reference 
I will use the example employed earlier in this volume—the 
comparison between the position of the Issue Department on 
and July, 1879, and 12th November, 1902, adding the figures 
of the Banking Department at both these dates, as this com¬ 
pletes the statement. 

The figui^s are :— 


IsslJE Department, 2«rf 1879. 


"Notes ^sued . 

• .£49.022,675 

Government Debt . 

Other Securities 

Gold Coin and Bullion . 

• .£11,015,100 
3,984,900 
34,022 675 


,£49,022,675 

1 • 

£49,022,675 


llANKING DEI'AKTMENT. 


Piopriefors’ Capital 

Rest .... 
Public Deposits * . 

Other Deposits . . ^ 

Seven-day and othg^Bill^ 

• ;£i 4 ,.';sj .000 

■ , 3,171,027 

7,279,300 

• -9.957,815 

293,099 

j Government Securities . 
Other Securities 

Notes . * • , 

Gold and Silver Coin 

« 

* • 

. ,£14,480,146 
. 20,024,691 

■ ’ 19.48s.810, 
• , 1.263,S 9 J 

It 


/ 55 , 254 , 24 I 

• 

• • 

£55.254,241 


■ ^ ~ 

F. May, Cas?tie/\ 

Dattd Jutf Ifd, 1879, ^ * 


% 


Including JsJcchcqi^er, Savings Banks, Commissioners of National Debt,Vnd Dividend AcoMints. 
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,IssbEj.Departmbnt, itth Nmmber, 1902. 

NotM Issued .... ;^49>339 i 090 ! Government Debt . 

^ I Other Securities •. 


;^49.339.096 


Gold Coin and Bullion 


Proprietors’ Capital 
Rest . . ' . 

Public Deposits * . 
Othj D^osits 
Seven-day an(J. other Bills 


Banking Department. 
;f* 4 > 553 .ooo I Govemmen 
3.177.89s Other Secu 


8.637.637 

39,264,304 

, 136.134 

;t65,768,970 


Government Secutitie? 
Other Securities 
Notes . 

Gold and Silver Coin 


1,015,100 

7 <IS 9.990 

31,164,090 

^49,335.090 


.^16,416,132,. 

26,890,956 

20,278,055 

2,183,827 

.^65,768,970 


Dated Nm/ember 13M, 1902. J. G. Nairne, Chief CasfUr. 

* Including Exchequer, Savings Banks, Commissioners of National Debt, and Dividend Accounts. 

The notes issued Jul^ 2nd, 1879, were ;^49,022,675. 
They were balanced by ;— ' 


Gold . 
Jecurilies 


;^ 34 , 022,675 

15,000,000 


.^49.022,675 

They were divided thus: — 

Z^29,536,865 in the hands of the public. 
„ 19,485,810 lield by the Bank. 

;^ 49 , 022 , 67 S 


The notes issued November 12th, 1902, were .^49,339,090. 
They were balanced by :— 

Gold .... ,£'31,164,090 
Securitie.s . . . 18,175,000 

^49.339,090 

They were divided thus :— 

,£29,061,035 in the hand.s of the public. 

20,278,055 held by the Bank. 

<^ 49 . 339 ,090 

To recapitulate:— 

Notes iMued July and, 1879 • /49.022,675 Gold July 2nd, 1879 . . ,£34,022,675 

. „■ Nov. 12th, 1902 . 49,339,090 ,, Nov. I2th, 1902 . . 31,164,090 

Notes issued in 1902 . 316,415 Gold for in 1902 . . , 2,858,585 

Gold for .... 2,858,585 , . . - 

- Securities snirr in 1902 as com- 

,£3,175,000 pared with 1879 . . . .£3,175,000 

This statement shows what the efiect of the working of 
i-Clause V. of the Act of 1844 was on the^ Issue Department at 
the two dates referred to. The notes issued “were in November, 
I902,"'/3 i6,4‘i 5 more than in July, 1879, but the gold held 
against the notes was ,.^2,858,585 less. To consider these 
matters fu!’) -would lead me beyoijd the limit's of the .subject to 
which these pagps are devoted. It is sufficient here tOcCall 





CH. xxi] ADEQUATE RESERVE A SOURCE OF STRENGTH 

attention to the amount of the specie held on she two occasions 
mentioned above.* « 

It canftot be expected thaf the duty of maintaining an 
adequate reserve to meet the requirements of all the banks of 
the country could be accepted oy the Bank of England^alone, 
v^et the tendency of business is to leave no iinemplpyed money 
outside the Bank of England. To meet ordinary risk^ a 
larger supply of unused money is much wante,d. .It’would 
also undoubtedly tend to more equable rates, and this would 
be of great advantage ?o the commerce of the country. 
Competition in business between this country and the leading 
countries of Europe is now exceedingly severe, and the advan¬ 
tage in the way of discounts which a Irader may often obtain 
abroad might* be quite sufficient of itself ^to turn the^ scale 
against his English competitor. What is stated in Chapter XX. 
p. 203 shows this clearly. Yet we do not seem nearer to^the 
attainment of a really sufficient reserve now than we were when 
the Bank Act of 1844 was passed. To provide a compalsory 
^amount of reserve by legal enactment would be unadvisable, 
but the object desired might be secured if an agreement on 
the subject could be attained by the principal banks of the 
country. 

It is not, in any time of pressure, the amount of capital in 
the country which is taken into account, or which governs the 
immediate pilce of money. It is not the amount of coin or of 
notes in circulation. It is the actual amount of specie reserve 
in hand, and the power of meeting and neutralising the effect 
of tKe foreign exchanges, when unfavourable, which decide 
the stability of the money market. Many exceptional causes, 
it will be said, have led to the* recent fluctuations in the 
money market—to the .vast number of changes in the rate of 
interest 'in recent ye^rs. But with the immensely extended 
commerce now Carried on by this country, such causes, or 
similar causes, will be cert’ain continually* fo manifest them- - 
selves, and the only safe course is to be prepared fo meet* 
them. To do jtJrys we must be prepared to 'increase* the 
amount of “unused ” capital in the*country, now so exceedingly 
,and ffnduly snfall. '' 

,'^0 arrange this will require time, and an agr^eement between 
Q 
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the principal banks., I trust that the analysis of the trans¬ 
actions of the Bank of England and of the principal Banks 
of Europe which this work /:ontains will be of "service^ by 
showing clearly what is needed. In banking, the only secyre 
positipn is that of strength, and that strength is connected- 
most closely with,the maintenance of an adequate reserve. ^ 
. It is to the development of such a reserve that the energy 
of the' Banker^ of the United kingdom should now be directed. 



